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PREFACE 


The  Secretary  of  Defense  was  notified  by  the  Director, 
Office  of  Management  and  Budget  (OMB)  on  14  April  1976, 
of  the  Presidential  requirement  for  a study  on  the  compen- 
sation of  the  Reserve  Forces.  The  Reserve  Compensation 
System  Study  (RCSS)  was  staffed  by  October  with  a balance 
of  civilian  personnel,  regular  military  personnel,  and 
reservists  brought  to  active  duty.  An  Interim  Report  was 
published  and  delivered  to  OMB  on  1 December  1976  and  the 
Final  Report  was  submitted  on  30  June  1978. 

Although  the  Study  Group  had  the  benefit  of  the  recently 
published  works  of  the  Defense  Manpower  Commission  and 
the  Third  Quadrennial  Study  of  Military  Compensation, 
these  efforts  focused  only  on  active  duty  issues.  The 
RCSS  has  been  the  most  comprehensive  study  ever  under- 
taken of  reserve  compensation.  Therefore,  the  Study  Group 
had  to  gain  an  understanding  of  the  underlying  rationale 
for  the  introduction  and  successive  modification  of  each 
compensation  element  or  benefit  of  the  Active  Forces  and 
how  and  when  it  was  extended  to  the  Guard/Reserve.  This 
was  accomplished  primarily  through  research  papers  that 
tracked  legislation  from  its  introduction  (sometimes  as 
far  back  as  1792),  through  the  subcommittee  hearings, 
congressional  debates,  to  passage,  and  subsequent  amend- 
ment through  the  years.  Still  other  analysts  studied 
existing  compensation  arrangsments  of  other  countries 
with  volunteer  forces.  Simultaneously,  other  analysts 
examined  active  and  reserve  manpower  strengths  in  .detail 
, (by  age,  grade,  skill,  and  other  variables)  to  determine 
how  and  in  what  ways  existing  personnel  policies,  compensa- 
tion practices,  and  manpower  management  activities  were 
affecting  reserve  effectiveness  --  either  positively  or 
negatively. 

Using  data  gathered  by  the  various  methods,  the  analysts 
developed  Study  positions  through  the  technique  of  de- 
cision briefings,  background  papers,  computer  modeling, 
and  issue  papers.  These  papers  have  been  assembled  and 
arranged  in  three  supporting  volumes.  The  intent  has 
been  to  capture  in  each  supporting  volume  those  relevant 
data  on  reserve  compensation  that  would  be  useful  to 
military  and  civilian  executives  of  the  Federal  Govern- 
ment, as  well  as  to  staff  specialists  in  manpower,  per- 
sonnel, and  compensation. 

The  tables  of  contents  for  each  of  the  supporting  volumes 
and  for  the  Final  Report  are  repeated  at  the  end  of  each 
volume  for  the  convenience  of  the  reader. 
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Legislative  History 
18  August  1977 


RETAINER /RETIRED  PAY  (1713  - Wif  i 

Legislative  Authority.  10  USC  3911*  (Army);  10  USC 
8925  (Air  Force);  10  USC  6330  (Navy) 


Background.  As  far  back  as  1713 » the  record  shows 
that  the  British  Navy  wanted  its  officers  to  be  more 
than  "fair-weather  officers".  They  wanted  their 
officers  to  make  naval  service  a career  so  they  pro- 
vided a half-pay  stipend  during  peacetime: 

half-pay  was  the  State's  acknowledgement 
that  he  was  its  servant  all  the  time, 
and  that,  therefore,  it  had  the  ines- 
capable duty  of  looking  after  him  even 
when  not  actively  employing  him.* 

(emphasis  added) 

Early  in  the  19th  century  the  United  States  Congress 
was  more  interested  in  building  the  young  Navy  and 
separating  it  from  its  British  roots.  However,  it 
did  not  take  long  for  the  U.S.  Navy  to  recognize 
the  need  to  keep  available  knowledgeable  personnel 
for  use  when  required.  A provision  was  passed  in 
1835  that  allowed  officers  to  be  placed  on  fur- 
lough or  leave-of-absence  pay  at  the  discretion  of  the 
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Secretary  of  Navy?  (Leave -of -absence  pay  was  a 
three-fourths  of  the  regular  salary;  waiting  orders 
was  two- thirds  of  the  salary;  and,  furlough  was 
half  pay.^) 

Because  of  no  retirement  provision  Navy  officers 
tended  to  stay  in  the  service  as  long  as  alive 
causing  it  to  grow  "top-heavy"1* ; and,  younger 
officers  became  stagnant.  The  Act  of  February 
1855  solved  these  two  problems  by  adapting  the 
principle  provisions  of  the  British  retainer  pay 
concept  --  pay  and  subject  to  recall.  lfce  Act 
stated: 


that  all  officers  who  shall  be  found 
by  the  said  board  incapable  of  per- 
forming the  duties  of  their  respec- 
tive offices,  ranks,  or  grades,  shall, 
if  such  finding  be  approved  by  the 
President,  be  dropped  from  the  rolls  or 
placed  in  the  order  of  their  rank  and 
seniority  at  the  time,  upon  a list  in 
the  Navy  Register,  to  be  entitled  the 
reserved  list,  and  those  so  placed  on  the 

ilalLaaim  ttrc  luvt- 

of-absence  pay  or  the  furlough  pay  to  which 
they  may  be  entitled  when  so  placed, 
according  to  the  report  of  the  board  and 
approval  of  the  President,  and  shall 
be  ineligible  to  further  promotion,  but 
shall  be  subject  to  the  orders  of  the  .. 


flavy  Depar 
(emphasis  added) 


Uatf  for  flirty. 
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Th#  Act  of  August  lfxl  provided  for  a Retired  list 


and  established  the  pay  of  officers  on  the  retired 


list. 
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The  length  of  service  required  for  retirement  was 
clarified  in  December  l6„l: 


That  whenever  the  name  cf  any  naval  officer 
now  in  the  eervice  or  whc  may  hereafter  be 
in  the  service  of  the  United  States  shall 
have  beer,  borne  on  the  Naval  Register 
forty-five  years,  or  shall  be  of  the  age  c. 
sixty-twc  years,  he  shall  be  retired  from 
active  service  and  his  name  entered  on  the 
retired  list  of  officers  of  the  grade  to 
which  be  belonged  at  the  time  ' such  re- 
tirement.? (Emphasis  srtdedl 


In  l8QQ  the  Navy  extended  retirement  to  enlisted 

personnel,  providing  retirement  after  30  years  of 

military  service  (and  at  least  SO  years  of  age), 

8 

on  application  to  the  Fresident. 


The  1^08  Act  authorized  voluntary  retirement  after 

9 

30  years  to  Naval  officers. 
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For  the  Army  In  1861,  an  officer  could  retire  after 
4c  years  (upon  application  to  the  President)  and  . 
receive: 


f 


Pay  proper  (base  pay)  of  the  highest 
rank  held  at  the  time  of  retir* -ent 
and  four  rations  a day 


In  1870  a bill  was  passed  allowing  for  voluntary  re- 
tirement (at  discretion  of  the  President)  after 
30  years  for  Army  and  Marine  Corps  officers.  It  also 
stated : 


no  retired  officer  of  the  Army  shall 
hereafter  be  assigned  to  duty  of  any 
kind  or  be  entitled  to  receive  more 
than  the  pay  and  allowances  provided 
by  law  for  retired  officers  of  his 
grade 


Mandatory  retirement  at  age  6^  for  officers  of  all 

oa  12 

branches  was  introduced  in  1892. 
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In  1885,  retirement  war  used  a?  an  incentive  to 
ensure  that  Army  enlisted  men  remained  in  the 
service  and  would  not  desert,  as  illustrated  by 
this  quote: 


The  annual  desertions  from  our  Army 
are  between  three  and  four  thousand,  and 
any  measure  that  would  lessen  this  number 
might  well  be  considered  an  economical 
one;  but  bevond  the  question  of  economy 
stands  that  of  .justice.  For  it  is  no  more 
than  just  that  the  soldier  who  has  given 
all  the  best  years  of  his  life  to  the 
military  ser.vice  of  the  country  6hould 
have  some  provision  made  for  his  old  age 
beside  the  present  Soldiers'  Heme,  where 
he  is  separated  from  his  family. 

It  is  the  opinion  of  the  Lieutenant- 
General  of  the  Army  that  thirty  years 
would  be  the  proper  period  of  service  to 
authorize  the  retirement  of  a private  or 
a non-commissioned  officer.  The  passage 
of  this  bill  would  not  entail  much  ex- 
pense for  the  Government,  because  there 
are  in  the  Army  only  fifty  enl||ted  men 
who  have  served  thirty  years.  ~ 

(emphasis  added) 


In  a Court  of  Claims  fare  os'  lvO?  it  was  debated  as 
tc  whether  a retired  Army  enlisted  mar:  had  the  right 
to  collect  longevity  increases  equal  to  those  of 
active  duty  personnel: 
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How,  then,  can  it  be  seriously  contended 
that  men  on  the  retired  list,  who  had 
no  duties  to  perform  at  home  or  abroad 
and  whose  services  were  not  contemplated 
by  the  act  (1698)  or  otherwise  authorized 
by  law,  are  entitled  to  such  increase? ^ 


It  was  also  brought  out  that  retirees  actually, 
"retire  from  and  not  into  the  Army" 


The  Act  of  1907  made  the  30  year  voluntary  retirement 
for  the  enlisted  personnel  standard  for  all  branches 
of  the  services.1^ 

The  National  Defense  Act  of  1916  brought  no  drastic 
changes  in  retirement  for  the  Army.  On  the  other- 
hand,  the  1916  Appropriations  Act  for  the  Navy 
created  the  Fleet  Naval  Reserve  causing  the  Secre- 
tary to  say  that  the  provisions  of  the  Act  are: 


all  necessary  if  we  art  to  have  an 
adequate  reserve  force,  and  are 
based  somewhat  on  the  British  system 
which  is  very  liberal  in  respect 
to  retainer  pay,  bounties,  and  uni- 
form gratuities .17 
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In  summary,  from  inception  the  Navy  desired  and  de- 
signed a retirement  system  to  retain  qualified 
personnel  by  using  the  technique  of  recall  by  the 
Secretary  of  Navy;  conversely,  the  Army  concept 
was  to  retire  personnel  for  their  many  years  in  the 
active  force  as  u just  reward  for  services  rendered  today. 
These  two  concepts  remain  intact. 
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Legislative  History 
14  April  1977 

RETAINER  PAY  U916  - PRESENT) 

Legislative  Authority.  10  USC  Section  6330  and  6331 
Purpose.  To  determine  the  legislative  history  of  retainer  pay. 
Background 

A series  of  legislative  acts  have  enabled  enlisted  members 

of  the  Navy  and' the  Marine  Corps  to  receive  retainer  pay, 

a form  of  retired  pay,  for  active  military  service  that  will 

be  the  focus  of  this  paper.  Among  the  early  pieces  of  major 

legislation  on  retired  pay  was  the  Act  of  March  3,  1899!  It 

permitted  enlisted  Navy  personnel  (provided  they  were  at 

least  fifty  years  of  age)  the  opportunity  to  apply  to  the 

President  for  retirement  after  completing  thirty  years  of 

2 

active  Navy  service.  Upon  approval  the  enlisted  member 
was  placed  on  the  Navy  retired  list  and  received  three- 
fourths  of  his  final  pay  and  allowances  each  month. 

Further,  the  Act  provided  that  an  enlisted  member's 
active  service  in  either  the  Civil  War  or  the 
Spanish  American  War  would  coun*  double. 
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The  law  was  altered  in  June  22,  1906  to  permit  service  In 

any  military  branch  to  be  credited  toward  the  thirty-year 

total.  Since  most  of  the  enlisted  members  received  rations 

4 

and  quarters  in  kind,  a March  2,  190?  law  was  passed  to 
establish  an  imputed  monthly  value  of  $9.  50  for  rations  and 
$6.25  for  quarters.  This  permitted  retired  personnel  to 
compute  the  allowance  portion  of  retired  pay. 

5 

In  establishing  the  Naval  Reserve  Force  on  August  29,  1916, 
the  Congress  authorised  retainer  pay  for  all  enlisted  members 
of  the  Naval  Reserve  Force  components  with  the  exception 
of  the  Volunteer  Naval  Resci  ve.  Upon  initial  enrollment  in 
a temporary  rank  or  rating  in  the  Naval  Reserve  Force, 

each  member  was  authorised  $12  annually  as  retainer  pay 

0 

until  such  time  as  a rank  or  rating  could  be  confirmed. 
Thereafter,  retainer  pay  was  based  on  a particular  rank  or 
rating.  For  example,  Fleet  Naval  Reserve  men  having  less 
than  eight  years*  service  received  $50  yearly;  those  between 
eight  and  twelve  years  received  $72;  and  those  with  twelve 
or  more  years'  service  were  paid  $100  annually, 
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Member*  of  the  Naval  Reserve  Force  were  composed  of 
citizens  who  obligated  themselves  by  serving  in  America's 
Naval  Forces  during  wartime  or  a national  emergency 
declared  by  the  President.  Congress  was  very  explicit  on 
the  purpose  of  compensating  members  of  the  Naval  Reserve 
Force.  After  enumerating  the  rates  of  compensation,  the 
lav/  stated  that  "such  pay  (is)  to  be  considered  as  retainer 
pay  for  the  obligation  on  the  part  of  such  members  to 

7 

serve  in  the  Navy  in  time  of  war  or  national  emergency.  " 

It  was  Congress'  intent  to  create  a force  of  men  in  peace- 
time which  could  train  for  the  eventualities  of  war.  The 
regular  Naval  establishment  was  small;  however,  the 
Navy  Department  and  the  Congress  saw  the  need  for  rapid 
expansion  during  wartime  or  other  crises.  The  events 
taking  place  on  the  European  continent  after  1914  very  likely 
served  as  a stimulus  and  incentive  for  the  Navy  to  prepare. 
America's  entry  into  war  was  only  a matter  of  several 
months  away. 
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The  1916  law  permitted  those  members  of  the  Naval  Reserve 
Force  who  re-enrolled  for  an  additional  four  years  of 
service  to  receive  an  increase  of  twenty-five  percent  of 
their  base  retainer  pay.  In  addition,  those  reserve 
members,  who  completed  twenty  years  of  satisfactory 
service  in  the  Naval  Reserve  Force  were  eligible  to  apply 
lor  retirement  at  their  existing  rank  or  rating.  Such 
persons  were  to  receivb  annually,  in  lieu  of  any  retired 
pay,  a "cash  gratuity"  equaling  the  total  sum  of  their 
retainer  pay  received  during  the  last  period  of  enrollment -- 
normally,  a four-year  period. 

Enlisted  members  were  eligible  to  apply  to  the  Fleet  Naval 
Reserve  upon  completion  of  sixteen  or  twenty  years  of 

g 

active  Naval  service.  These  persons  were  eligible  to 
receive  retainer  pay  at  the  rate  of  one-third  and  one-half, 
respectively  for  sixteen  and  twenty  years  of  service,  of  the 
base  pay  (no  allowances)  received  at  the  end  of  their  Naval 
service.  Retainer  pay  was  recomputed  when  there  was  a 
permanent  base  pay  increase.  Enlisted  men  who 


<WS¥* MMhhn. 


i 


' | 
i 

: f 

f 

j 

i 

subsequently  received  warrants  or  commiasiQna  in  the 
Navy  were  permitted  to  continue  receiving  retainer  pay. 

At  thirty  years'  service  in  either  the  active  Navy  or  Fleet 

Naval  Reserve,  an  enlisted  member  could  request  placement  J 

( 

on  the  Navy  retired  list.  Such  persons  were  required  to 
keep  "on  hand"  their  uniforms,  since  the  Secretary  of  the 
Navy  had  the  authority  during  wartime  or  periods  of 
national  emergency  to  order  members  from  the  retired 
list  to  active  Navy  service. 

•w 

After  the  First  World  War,  the  active  duty  manpower 

requirements  contracted  sharply  and  expectedly.  Some 

22,000  officers  and  273,000  enlisted  persons  were  released 
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from  the  active  Naval  Reserve.  While  there  was  an  attempt 

l 

to  organise  this  force  as  a reserve  base  for  drilling  and 
training,  it  was  not  satisfactory.  The  lack  of  adequate 
funding  for  the  Naval  Reserve  Force  and  other  "imper- 
fections of  the  law"  caused  unsatisfactory  progress.  These 
"imperfections"  were  not  specified  in  the  records  of 
Congressional  testimony.  It  is,  nonetheless,  easy  to 
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conclude  that  in  the  post-war  competition  for  limited 
Congressional  dollars,  the  priorities  of  the  Naval  Reserve 
Force  were  understandably  well  below  active-duty 
requirements. 

10 

The  Act  of  February  28,  1925  abolished  the  old  Naval 
Reserve  Force  and  created  a new  Naval  Reserve.  This 
Act  resulted  from  a study  by  the  Navy  Department  on  the 
condition  of  the  Naval  Reserve  in  the  aftermath  of  the 
demobilization  of  Naval  personnel.  Under  the  1925  Act, 
the  Naval  Reserve  was  to  provide  trained  personnel 
during  the  first  120  days  of  conflict  or  until  naval  training 
stations  and  schools  could  produce  the  additional  trained 
manpower  needed  by  the  Navy.^  The  Naval  Reserve 
consisted  of  three  components:  Fleet  Naval  Reserve, 
Merchant  Marine  Naval  Reserve  and  Volunteer  Naval 
Reserve. 

The  Fleet  Naval  Reserve  consisted  of  enlisted  men  who 
requested  transfer  from  the  Regular  Navy  after  sixteen 
or  more  years  of  active  service.  These  men  received  a 
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certain  percentage  of  their  active  duty  pay;  however,  they 
were  not  required  to  perform  any  service  except  during 
periods  of  war.  The  1925  law  did  not  affect  the  status  or 
pay  of  Naval  Reserve  Force  members  who  had  retired 
either  with  or  without  pay.  While  there  was  no  mention 
of  retainer  pay  in  the  1925  legislation,  it  did  permit  payments 
to  qualified  individuals  authorized  under  the  1916  law  which 
was  explicit  on  retainer  pay. 

Enlisted  men  who  transferred  from  the  Regular  Navy  to  the  Fleet 

Naval  Reserve  created  by  the  August  29,  1916  Act  "'shall 

receive  the  rate  of  pay  they  were  legally  entitled  to  receive 
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in  the  Naval  Reserve  Force.  " This  meant  those  with  ' 
sixteen  or  more  years  of  active  service  who  elected  to 
receive  retainer  pay  were  still  eligible  to  receive  it. 

The  1925  law  still  allowed  enlisted  men  to  transfer  (on  the 
effective  date--  July  1,  1925)  to  the  Fleet  Naval  Reserve 
after  sixteen  years  of  active  service  at  one-third  base  pay 
and  one  half  pay  if  they  had  twenty  years  of  active  service. 

Also,  these  members  could  still  be  required  to  perform 
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two  months  of  active  duty  every  four  years  in  addition  to 

a required  physical  examination  every  four  years.  After 

thirty  years,  they  were  transferred  to  the  retired  list  of 
13 

the  regular  Navy.  (It  is  important  to  note  that  pay  for 
men  in  ihe  Fleet  Naval  Reserve  was  included  in  the 
appropriations  for  the  Regular  Navy  establishment  whereas 
funding  for  the  Merchant  Marine  Naval  Reserve  and 
Volunteer  Naval  Reserve  was  included  in  the  Naval  Reserve 

I 

appropriation. ) 

The  Fleet  Naval  Reserve  was  looked  upon  as  a reservoir 
of  trained  manpower  to  be  used  by  the  Regular  Navy  during 
emergencies  or  wartime  to  expand  its  forces. 

The  1925  Act  paralleled  the  1916  law  in  reiterating  that 

members  of  the  Naval  Reserve  were  obligating  themselves 

"to  serve  in  the  Navy  in  time  of  war  or  during  the  existence 
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of  a national  emergency  declared  by  the  President.  " 
Further,  the  1925  provision  provided  that  officers  and  men 
of  the  Naval  Reserve,  included  those  retired,  could  be 
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ordered  to  active  duty  by  the  Secretary  of  Navy  in  wartime 

or  "when  in  the  opinion  of  the  President  a national  emergency 
15 

exists."  In  peacetime^  reservist's  consent  for  active 
duty  recall  was  necessary. 

Enlisted  men  who  completed  twenty  years  of  active  naval 

service  and  were  physically  qualified  to  perform  duty  in 

wartime  could  request  transfer  to  the  Fleet  Naval  Reserve 

and  be  paid  one-half  of  their  base  pay  (no  allowances)  at 

the  time  of  transfer.  Interestingly,  the  term  retainer  pay 

was  not  used  in  the  law  to  describe  this  form  of  retired 

pay.  The  law  also  provided  that  these  members  would  be 

required  in  peacetime  to  perform  two  months'  active  duty 

every  four  years.  Further,  they  were  required  to  receive 

a physical  examination  every  four  years  to  underscore 

16 

the  availability  for  duty  if  needed  by  the  Navy. 

Upon  thirty  years'  service,  these  men  were  transferred  to 
the  retired  list  of  the  regular  Navy  with  one-half  base  pay 
of  their  ratings  "plus  all  permanent  additions  (pay  increases) 
thereof,  and  the  allowances  to  which  enlisted  men  of  the  same 
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ratings  a^e  entitled  on  retirement  after'lhirty  years 
,,17 

service.  " 

The  Merchant  Marine  Naval  Reserve  and  the  civilian 
officers  and  men  of  the  Volunteer  Naval  Reserve  were  not 
required  by  law  to  drill  or  engage  in  training  duty  unless 
they  consented.  And,  such  training  could  be  in  a pay  or 
non-pay  status.  The  Marine  Corps  Reserve  was  organized 
along  similar  lines  as  the  Naval  Reserve  with  the  exception 
of  the  Merchant  Marine  element. 

The  next  major  modification  of  the  Naval  Reserve  occurred 
with  the  passage  of  the  Naval  Reserve  Act  on  June  25,  1938. 
Even  with  the  passage  of  the  1925  Act,  the  Navy  was  still 
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not  satisfied  with  the  state  and  condition  of  its  reserves. 

In  November  1936,  the  Navy  Department  gathered  its  senior 
regular  Navy  officers  as  well  as  high  ranking  reserve 
officers  for  a meeting  to  discuss  the  reserves.  As  a result 
of  this  conference,  the  Navy  Department  proposed 
legislation  (HR  10594)  for  a revitalized  Naval  Reserve. 
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The  Naval  Reserve  Act  of  1938  replaced  the  1925  law,  and 

a new  Naval  Reserve  was  created  as  a component  part  of 

the  Navy-  - consisting  of  the:  Fleet  Reserve,  Organized 

Reserve,  Merchant  Marine  Reserve  and  the  Volunteer 

Reserve.  There  was  active  support  in  the  Congress 

both  the  House  and  Senate  --  for  the  new  reserve  proposal 

20 

by  the  Navy  Department. 

Enlisted  men  who  were  members  of  the  Fleet  Naval 

Reserve  and  had  sixteen  or  more  years  of  active  naval 

•* 

service  were  transferred  to  the  Fleet  Reserve  created  by 
the  1938  Act.  All  other  members  of  the  Fleet  Naval  Reserve 
were  assigned  to  the  Organized  Reserve.  Officers  and 
men  of  Merchant  Marine  Naval  Reserve  and  Volunteer 
Naval  Reserve  were  transferred  to  the  new  Merchant 
Marine  Reserve  and  Volunteer  Reserve  respectively. 
Further,  the  1938  Act  also  abolished  the  Marine  Corps 
Reserve  established  Vj  the  1925  Act  and  created  a new 
Marine  Corps  Reserve  as  a component  part  of  the  Marine 
Corps  under  the  same  provisions  and  conce,  t as  the 
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creation  of  the  Naval  Reserve. 
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Under  the  1938  law,  the  Secretary  of  the  Navy  was  given 

the  authority  to  order  any  member  of  the  Naval  Reserve 

including  those  who  were  retired  to  active  duty  during  war 

time  or  "when  in  the  opinion  of  the  President  a national 

emergency  exists  and  (they)  may  be  required  to  perform 

active  duty  throughout  the  war  or  until  the  national 

21 

emergency  ceases  to  exist."  However,  in  peacetime,  a 
member  of  the  Naval  Reserve  still  had  to  consent  to  be 
ordered  or  continued  on  active  duty. 

The  authority  under  the  1938  law  was  broad.  Officers  and 
men  of  the  Fleer  Reserve  and  those  placed  on  the  retired 
list  of  the  Naval  Reserve  or  Naval  Reserve  Force  "shall 
at  all  times  be  subject  to  the  laws,  regulations  and  orders 
for  the  government  of  the  Navy. 

For  the  first  time  the  1938  Act  permitted  officers  and  men 
to  be  assigned  to  the  Fleet  Reserve.  Officers  and  men 
discharged  from  Regular  Navy  after  not  less  than  four  years 
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could,  at  the  discretion  of  the  Secretary  of  Navy,  be 

* 

appointed  or  enlisted  in  the  Naval  Reserve.  Previously, 

only  enlisted  members  could  be  assigned  or  officers  who 

2T 

had  resigned  their  commissions. 

Enlisted  men  with  sixteen  years  of  active  Navy  or  Marine 

Corps  service  were  entitled  to  transfer  to  the  Fleet  Reserve 

and  to  receive  one -third  of  their  last  base  pay  annually. 

For  those  with  twenty  years  of  active  service,  the  benefit 

24 

amounted  to  one -half  of  the  base  pay.  Currently,  the 
law  permits  those  members  with  over  twenty  years  of  , 
service  to  receive  retainer  pay  at  two  and  a half  percent 

for  each  year  of  active  service  --up  to  a maximum  of 

' 25 

■Seventy-five  percent  of  base  pay. 

The  1938  Act  also  allowed  enlisted  men,  who  enlisted  after 
passage  of  the  Act,  to  be  transferred,  upon  their  own  - 
request  to  the  Fleet  Reserve  after  twenty  years'  service, 
provided  they  were  physically  and  otherwise  qualified  to 
perform  duty  in  time  of  war.  These  members  were 
entitled  to  receive  one-half  their  base  pay.  Upon  thirty 
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years  of  service,  the  enlisted  men  were  to  be  transferred 
to  the  retired  list  of  the  Regular  Navy  at  the  same  pay  rates 
that  Regular  Navy  men  were  entitled  to  upon  retirement 
after  thirty  years'  active  service. 

Enlisted  men  with  sixteen  or  more  years  of  active  service 

in  the  Regular  Navy  who  were  transferred  to  the  Fleet 

Reserve  could  be  required  by  the  1938  law  to  perform 

% 

limited  active  duty  in  peace  time  --  not  more  than  two 

months'  active  duty  in  each  four-year  period  as  well  as  being 

"examined  physically"  at  least  once  during  each  four -year 
27 

period.  If  found  physically  unqualified,  the  enlisted 

member  was  to  be  transferred  to  the  retired  list  of  the 

Regular  Navy.  The  law  further  provided  pensions  for  those 

28 

reservists  injured  on  active  duty. 

For  those  enlisted  men  who  retired  between  twenty  and 
thirty  years,  the  Navy  looked  upon  them  as  an  important 
resource  for  use  during  times  of  emergency  or  war  to  fill 
Navy  requirements. 
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The  Congress'  intent  was  clear  in  its  passage  of  the  three 
major  pieces  of  legislation  on  retainer  pay  for  enlisted 
members  of  the  Navy  and  Marine  Corps,  i.  e.  the  Acts  of 
1916,  1925  and  1938.  The  Fleet  Naval  Reserve  force  of 
the  Navy  and  Marine  Corps  which  have  gone  through 
semantical  changes  were  organized  to  create  a body  of 
trained  men  from  which  the  Navy  and  the  Marine  Corps 

could  call  during  wartime  or  other  periods  of  national  need. 

i 

i 

i 

The  Navy  concept  of  retainer  pay  has  not  been  shared  by  the 
Army  or  the  Air  Force.  This  pay  though  based  upon  past  active 
service  was  for  future  service  to  be  performed,  if  required 
during  wartime  or  other  times  of  national  need,  (This  covered 
enlisted  men  who  retired  from  active  Navy  or  Marine  Corps 
service  between  their  twentieth  and  thirtieth  years  of  service.) 

The  important  element  of  the  concept  was  that  these  members 
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were  to  be  retained  in  reserve  status*-  not  the  retired  list.  7 
The  various  laws  creating  this  category  as  well  as  the 
benefits  clearly  expressed  the  intent  of  Congress  to  provide 
the  Navy  and  Marine  Corps  trained  manpower  subject  to 
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recall  when  needed  to  support  the  nations'  defense  needs. 

Eligible  enlisted  men  receiving  retainer  pay  for  past 
active  service  were  clearly  obligated  by  the  Congressional 
statute  --  even  through  successive  changes  --  to  perform 
when  there  was  a need  by  the  nation  until  their  thirtieth 
year  of  total  service  - -active  and  in  the  reserves.  And,  to 
strengthen  Congress'  intent  on  maintaining  a reservoir  of 
available,  trained, and  physically  fit  sailors  and  Marines. 
Periodic  active  duty  training^to  maintain  skills  was 
authorized  as  well  as  required  physical  examinations  to 
ensure  fitness  for  war  time  duty.  Today,  these  require- 
ments for  those  receiving  retainer  pay  still  remain.  ^ 

The  retainer  pay  concept  of  having  trained  enlisted  men  in 
a reserve  pool  until  their  thirtieth  year  of  service  --  active 
and  reserve  --  has  been  sound.  However,  to  be  effective 
the  periodic  training  for  these  members  to  maintain 
proficiency  had  to  be  a reality  rather  than  merely  a statutory 
requirement.  Unfortunately,  the  record  in  this  aspect  has 
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not  been  considered  satisfactory.  Fields  have  not  been 

sufficient  to  provide  for  active  duty  training  for  these 

enlisted  members  in  the  Fleet  Reserve  receiving  retainer 
31 

pay. 

Lastly,  retainer  pay  is  essentially  a benefit  for  enlisted 
members  in  the  form  of  retired  pay  based  on  past  active 
dvity  service.  The  Navy  and  Marine  Corps  have  incorporated 
the  retainer  pay  concept  (for  future  obligated  service) 
with  retired  compensation,  whereas  other  services  have 
not. 

32 

Current  law  authorizes  enlisted  members  of  the  Fleet 
Reserve  and  the  Fleet  Marine  Corps  Reserve  who  are 
receiving  retainer  pay  --  between  their  twentieth  and 
thirtieth  year  of  service  --  to  be  ordered  to  active  duty 
involuntarily  when  the  Congress  has  declared  war  or  a 
national  emergency  or  when  the  President  has  declared  a 
national  emergency.  Except  for  the  Ready  Reserve  of 
all  military  components,  this  is  the  only  group  of  military 
members  who  may  be  called  to  active  service  by  the 


President  — a very  key  differentiating  element  among 
military  members  who  have  completed  twenty  years  of 
active  service. 

The  Armed  Forces  Reserve  Act  of  1952  permits  reservists 
to  be  ordered  to  active  duty  involuntarily  when  the 

33 

Congress  has  declared  war  or  a national  emergency. 
Essentially,  all  members  receiving  retainer  or  retired 
pay.  who  have  not  been  discharged  from  the  military,  are 
still  obligated  to  serve  their  country  in  times  of  crisis 
as  determined  by  the  Congress. 
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Legislative  History 
14  April  1977 


TITLE  III  - RESERVE  RETIREMENT 

Legislative  Authority.  10  USC  Section  1331  through  1337 

1970 

Purpose » To  determine  the  legislative  history  of  retire- 
ment for  reservists. 

Background 

Historically,  the  members  of  the  Reserve  Components  of 
the  military  services  of  the  United  States  were  not  entitled 
to  retirement  credit  for  time  spent  in  a nonactive  duty 
status.  When  there  was  a requirement  to  expand  the  military 
forces  in  periods  of  crisis  or  war,  the  reserve  elements 
were  called  to  active  duty  for  the  duration  of  the  nation's 
needs.  Then,  after  the  need  subsided,  these  personnel  left 
the  active  service  to  return  to  their  homes  and  employment 
pursuits.  The  period  of  adjustment  was  not  totally  satis- 
factory in  all  cases,  and  the  economic  environment  in  both 
post  World  War  periods  caused  these  reservists  is  well  as 
other  veterans  additional  problems  in  returning  to  normal 
lives. 

The  time  between  the  end  of  World  War  1 and  the  out- 
break of  hostilities  in  1941  is  an  instructive  period  in 
viewing  attempts  to  maintain  a reserve  military  force  for 
our  national  security  needs. 


1 

c 


Many  officers  in  the  First  World  War  had  received 

v 

reserve  commissions.  For  a ten-year  period  following 
1920  these  officers  dropped  out  of  the  reserves  at  a 
rate  of  102  a year.  Of  the  75,000  who  accepted  reserve 
commissions  after  World  War  I,  about  5,000  remained  in 
the  Organized  Reserve  Corps  by  Pearl  Harbor. 

Only  the  ROTC  program  supported  an  enlarged  com- 
missioned manpower  pool,  for  127,000  officers  were  com- 
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missioned  through  ROTC  between  World  War  I and  II. 

Even  though  ROTC  provided  a major  source  of  new  officers 

during  this  period,  62,000  of  127,000  dropped  out  prior 

to  the  outbreak  of  World  War  II  — an  economic  and  trained 
2 

manpower  loss.  If  more  of  the  officers  commissioned 
between  World  War  I and  II  had  remained  in  the  reserves, 
the  fiscal  and  military  savings  would  have  been  signifi- 
cantly greater.  However,  there  was  little  economic  in- 
centives for  these  officers  to  stay  in  the  Reserves. 

These  people,  therefore  lost  interest. 

Even  with  drill  pay,  the  National  Guard,  for  example, 
could  recruit  only  an  aggregate  total  of  200,000  officers 
and  enlisted  persons  during  the  period  between  World  War  I 
and  II.  In  this  period,  the  Organized  Reserves  had  a simi- 
larly low  rate,  only  100,000  officers  in  an  active  reserve 
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status  — with  90,000  serving  in  World  War  II. 


While  the  United  States  and  its  people  had 

been  successful  in  achieving  military  victory  over 
its  adversaries,  the  Congress  and  the  War  and  Navy 
Departments  recognised  that  the  manning  and  training  of 
Reserve  Components  could  have  been  more  satisfactory  in 
preparing  for  wartime  duty.  The  frequent  turnover  of 
reserve  personnel  was  a primary  reason  for  many  diffi- 
culties encountered. by  the  activated  reserve  military 
forces  during  World  War  II.  Ax  a group,  the  reserves 
made  major  contributions  during  the  war.  The  problem 
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lay  with  not  having  a body  of  personnel  with  sufficient 
training  time  in  the  reserves  to  be  effective  when  called. 

4 

The  War  Department  General  Staff  Committee  on 
National  Guard  and  Reserve  Policy  recommended  policies 
approved  by  the  Secretary  of  War  in  October  1945  that 
guided  the  postwar  organisation  of  the  National  Guard 
in  the  Organised  Reserve.  An  essential  consideration  in 
these  policies  was  that  great  numbers  of  trained  manpower 
would  be  required  to  be  available  upon  mobilisation. 

With  the  sudden  intrusion  of  the  atomic  age,  the  nation's 
military  leadership  recognised  the  need  for  having 
readily  at  hand  a siseable  reservoir  of  trained  troops. 
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The  United  Slates  would  no  longer  possess  the  luxury  of 
tine  as  In  previous  mobilizations. 

During  this  same  period,  our  largest  allies,  the 
Soviet  Union  and  China,  began  to  be  viewed  as  potential 
adversaries.  Despite  staggering  wartime  losses  each  was 
rebuilding  a huge  foundation  of  military  manpower.  There 
were  calls  both  in  the  Congress  and  the  military  services 
for  the  United  States  to  take  positive  action  to  demon- 
strate its  resolve  by  having  its  reduced  active  military 
force  buttressed  by  a mechanism  for  activating  a much 
larger  trained  and  effective  reserve  force.  In  this 
manner  America  could  show  the  other  centers  of  power 
that  it  still  maintained  a potent  military  capability. 

Nevertheless,  the  United  States  continued  the  de- 
mobilization of  its  mammoth  military  force  of  over  twelve 
million  men  and  women.  Reservists  rushed  to  leave  mili- 
tary service  as  did  those  who  had  been  drafted  and  others 
who  wanted  to  return  to  the  civilian  environment.  Re- 
cruiting reservists  in  this  environment  proved  especially 
difficult.  During  1945-1948  the  reserve  recruitment 
programs  were  affected  in  varying  degrees.  The  Navy  was 
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successful  In  lcs  recruiting  drives  for  reservists. 
The  Army  and  the  Air  Force  were  experiencing  diffi- 
culty in  attaining  their  goals  In  recruiting  reserv- 
ists. 


The  new  military  mobilization  requirements  as 
established  by  the  War  Department  in  1947  for  the  post 
war  period  called  for  600,000  reservists  and  in  a 
higher  state  of  training  and  alertness,  whereas  only 
one-third  of  this  number  was  actually  produced  between 
World  War  I and  II.  Also,  there  was  increased  need  for 
manning  the  less  glamorous  units,  such  as  in  supply 
and  food  services. 

With  such  a backdrop  of  pressing  reserve  personnel 
needs  during  times  when  the  United  States  required  an 
expanded  force  of  manpower,  there  was  a necessity  for 
other  monetary  incentives  to  produce  increased  numbers 
to  meet  minimum  force  objectives. 

Training  pay  alone  wap  apparently  inadequate  to 
spur  reserve  retention.  It  was  argued  that  an  adequate 
reserve  retirement  system  would  allow  reserve  leadership 
to  be  more  demanding  in  its  standards  of  performance 
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(i.e.,  "produce  or  you  won't  be  retained  long  enough  to 
qualify  for  reserve  retirement"). 

On  February  19,  1947  representatives  of  the  War  and 
Navy  Departments  testified  at  a hearing  held  by  the 
House  Armed  Services  Committee  on  HR  663,  a bill  to  pro- 
vide retirement  benefits  for  reserve  officers  and  enlisted 
men.  At  the  conclusion  of  their  testimony,  the  Committee 
discontinued  the  hearings  and  directed  that  representatives 
of  the  Kar  and  Navy  Departments  acd  the  Reserve  Components 
meet  to  prepare  a single  and  inclusive  legislative  package 
on  military  retirements. 

The  Congress  called  upon  the  Pentagon  to  propose 

legislation  for  the  retirement  of  Regular  Army  Officers 

paralleling  authority  previously  granted  to  the  Navy 
4 

Department.  Further,  the  Congress  directed  that  re- 
tirement benefits  be  equal  for  both  Army  and  Navy 
reserve  components  and  "be  satisfactory  to  the  inter- 
ested agencies  of  the  representative  services."  The 
Pentegcn  moved  repidly,  secured  interservice  agreement 
and  submitted  the  proposal  (HR  2744)  within  a month  to 

5 

the  Chairman  of  the  House  Committee  on  Armed  Services. 
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The  legislative  history  of  reserve  retirement  docu- 
ments, particularly,  during  the  1947  and  1948  Congressional 
sessions,  the  understanding  and  sensitivity  expressed  by 
members  of  Congress  th^t  there  should  be  equal  treatment  of 
reservists  and  regulars  in  compensating  those  who  served 
their  country.  There  was  no  major  opposition  to  the  con- 
cept of  reserve  retirement.  It  received  wide  support  by 
both  the  regular  and  reserve  components  of  all  the  military 
services  as  well  as  reserve  organizations.  There  was  a 
concensus  that  reserve  retirement  could  prove  to  be  an 
effective  means  of  recruiting  reservists  and  retaining 
them  for  extended  periods  for  training. 

With  the  Congressional  mandate  on  proposing  equality 
, of  retirement  legislation  for  regulars  and  reservists, 
the  Pentagon  included  regular  retirement  benefits  - such 
as  medical,  commissary,  exchange  for  reserve  retirement. 

The  American  public  was  in  no  mood  to  return  to  the  uni- 
form - even  though  it  was  to  be  worn  on  veekends  and  during 
annual  summer  encampments.  Major  General  V.  S.  Paul,  the 
Director  of  Personnel  and  Administration,  War  Department 
General  Staff,  expressed  this  feeling  in  his  May  1947 
testimony  to  the  Congress  when  he  stated: 
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fhere  has  been  a lag  in  recruiting 
(reservists)  due  always  to  the 
anathema  to  anything  having  to  do  6 
with  the  uniform  right  after  a war. 


By  keeping  members  of  the  Reserve  Components  active 
in  the  reserves  over  an  extended  period  of  time,  the 
reserve  forces  could  be  better  trained  and  more  ready 
to  meet  the  manpower  and  equipment  needs  of  national 
defense.  In  his  May  1947  testimony  before  the  House 
Committee  on  Armed  Services  on  (HR  2477),  Major  General  Paul 
stated: 


The  War  Department  feels  that  en- 
actment of  retirement  legislation 
for  the  reserve  components  is  high- 
ly desirable.  Such  a provision  in 
the  law  will  offer  not  only  an  in- 
ducement toward  increasing  much 
needed  voluntary  enrollments,  but, 
should  operate  to  vitalize  these 
components  for  future  service  to  7 
our  country  in  time  of  emergency. 


In  further  Congressional  testimony  during  May 
1947,  Rear  Admiral  T.  L.  Sprague,  Chief  of  Naval  Per- 
sonnel, said  that  the  purpose  of  the  proposed  legislation. 


is  to  create  greater  Incentive  for 
service  in  the  Reserve  Components, 
and  thereby  contribute  to  increased 
effectiveness  of  those  Reserve  com- 
ponents actively  engaged  during 
peacetime  in  vigorous  and  realistic 
Reserve  training  program.  8 


The  Admiral  further  commented  that  the  retirement  pro- 
gram for  the  Naval  Reserve, 

is  essential  to  keeping  the  Naval 
Reserve  healthy  in  the  future.  9 

Representatives  of  military  organizations  voiced 

essentially  the  same  arguments  as  the  Pentagon  for 

having  retirement  at  age  sixty.  Former  Congressman 

(and  former  Major  General,  USMC)  Melvin  J.  Maas,  the 

President  of  the  Federation  of  Reserve  Officers 

Associations,  in  his  Congressional  appearance  said 

that  the  retirement  arrangements  proposed  partially 

compensate  a member  of  the  Reserve  in  "his  later  years 

for  the  great  sacrifices  he  made  during  his  (earlier) 
10 

earning  capacity." 


Major  General  Ellard  A.  Walsh,  President  of  the 
National  Guard  Association  of  the  United  States,  joined 
by  stating: 


"If  the  postwar  plans  of  the  War 
Department.. .are  carried  out,  then 
some  such  incentive  and  security 
as  provided  in  this  bill  must  be 
enacted  into  law.  To  do  otherwise, 
would  be  to  ignore  the  principle 
of  Justice  and  equity  and  adversely 
affect  our  security.  11 
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Finally,  the  President  signed  the  Army  and  Air  Force 
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Vitalizatlon  and  Retirement  Equalization  Act  in  1948. 

It  was  a landmark  piece  of  legislation  for  reservists. 

It  represented  the  culmination  of  efforts  by  reservists 
and  their  organizations  to  equalize  the  treatment  of 
regular  and  reserve  members  of  the  armed  forces  for 
active  duty  service.  Basically,  the  three  main  titles 
of  the  Act  (I,  II.  HI)  provided: 

(I)  the  elimination  of  substandard  officers 

of  the  Regular  Army  and  Regular  Air  Force; 

(II)  the  placeaient  of  officers  and  warrant 

officers  of  the  Regular  Army  and  the 

Regular  Air  Force  on  an  equal  basis  with 

personnel  of  the  Navy  for  purpose  of 

years  of  service  required  for  voluntary 

longevity  retirement  and  retirement  in 

the  highest  temporary  rank;  and, 

(III)  the  establishment  of  retirement  pay  for 

officers  and  enlisted  personnel  of  the 

Reserve  Components  of  the  military  ser- 
13 

vices  based  both  on  active  duty  time 
and  satisfactory  service  performed  during 
periods  of  inactive  duty. 


The  provisions  under  Title  III  of  the  Act  rep- 
resented a new  concept  and  policy  regarding  retirement 
benefits  for  reservists.  Prior  to  this  law,  the  only 
retirement  benefit  that  could  be  paid  reservists  was 
disability  benefits  resulting  from  a disabling  injury 
incurred  in  line  of  duty  while  a reservist  was  on  active 
military  service.  Thus,  for  the  first  time,  inactive 
service  of  a reserve  member  could  be  credited  for  re- 
tirement pay. 

Further,  reserve  retirement  at  age  60  seemed  to  be 

* 

based  on  consensus  by  the  Pentagon  and  the  Congress.  Cost 
was  a factor.  If  the  reserve  retirement  age  were  to  be 
reduced  to  55,  50,  or  even  lower,  it  was  believed  that  the 
federal  government  would  be  subsidizing  such  retirees  in 
their  regular  employment.  And,  that  was  clearly  not  a de- 
sirable alternative.  Age  60  was  agreed  upon  as  a reasonable v 
age  at  which  to  compensate  those  reservists  for  earlier  sac- 
rifices. This  age  was  comparable  to  the  Federal  Cfvil  Service 
retirement  program.  For  example,  former  Congressman  Maas 
testified  that  "if  and  when  civil  service  is  brought  down  to 

55  or  a straight  30  years,  then  I think  this  (Title  III) 

14 

should  be  (also  reduced)." 

On  the  other  hand,  retirement  at  age  55  could  have  taken 
more  people  out  of  active  competition  for  employment.  For 
example,  a reservist  at  age  55  with  Title  III  retirement  .to- 
gether with  other  sources  of  Income  might  have  been  induced 
to  retire  from  a civilian  job.  However,  most  employment  was 
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generally  tied  to  government  and  private  pension  and 
social  security  programs  requiring  work  until  age  60 
or  65.  By  removing  an  older  group  of  workers  from  the 
work  force  — i.e.,  those  over  age  55  — more  jobs 
could  have  been  made  available  for  younger  men  including 
returning  veterans.  This  group  was  experiencing  an 
acutely  high  level  of  unemployment  in  the  post  World 
War  II  period. 


Basically,  Section  302a,  Title  III,  of  the  Act 
provided  that, 

any  person  who,  upon  attaining  or 
having  attained  the  age  of  sixty 
years,  has  performed  satisfactory 
Federal  service... in  the  status  of 
a commissioned  officer,  warrant 
officer,  flight  officer,  or  en- 
listed person... and  has  completed 
an  aggregate  of  twenty  or  more 
years  of  such  satisfactory  service 
...shall,  upon  application  thereof, 
be  granted  retired  pay.  15 

The  section  further  defined  satisfactory  service  and  the 

16 

basis  for  computing  retirement  eligibility.  If  such 

persons  receive  retirement  pay  under  another  program  or 

law,  they  were  to  be  excluded  from  receiving  retirement 

17 

benefits  unde:  Title  III. 


Reserve  members  who  had  not  reached  age  sixty  were 
given  the  opportunity  of  requesting  transfer  to  an  in- 

s» 

active  status  list  of  the  appropriate  military  service 
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when  they  had  fulfilled  their  eligibility  for  retired  pay 
under  Title  III.  At  -this  time,  these  reserve  personnel 
were  not  required  to  participate  ir.  training  or  other 
programs  or  entitled  to  credit  for  additional  Federal  ser- 
vice. These  persons  may,  however,  be  called  to  active  duty 
involuntarily  upon  declaration  of  war  or  national  emergency 
by  the  Congress. 

Once  reserve  members  receive  Title  III  retirement, 

they  continue  to  remain 'eligible  for  recall  upon  Congress' 

declaration  of  war  or  emergency.  However,  reserve  members 

either  on  an  inactive  status  list  or  retired  status  list 

* 

will  not  be  recalled  unless  the  Secretary  of  Defense 

"determines  that  there  are  not  enough  qualified  Reserves 

in  an  active  status  or  in  the  inactive  National  Guard  in 

18 

the  required  category  who  are  readily  available. " 

Therefore,  it  may  be  argued  that  such  reserve  per- 
sonnel, at  least  those  personnel  on  the  inactive  status 
list,  should  be  considered  as  a reservoir  for  trained' 
talent  which  could  be  included  in  mobilisation  plans  for 
reserves. 

An  additional  aspect  of  the  Title  III  Retirement  pro- 
vision was  to  prevent  the  "disintegration"  of  over  one 
million  reservists  — officers  and  enlisted  personnel  who 
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were  trained  during  World  War  II  and  had  experience  valu- 
able for  a peacetime  reserve  force.  The  large  reservoir 
of  personnel  trained  and  experienced  during  World  War  II 
provided  a potent  force  to  support  the  nation's  defense 
needs. 

The  reserve  retirement  program,  Title  III  retirement, 
was  to  lend  an  Incentive  for  recruiting  and  retaining  per- 
sonnel In  the  reserves  for  a prolonged  period  of  service 
and  accelerated  training.  Also,  this  economic  Incentive 
was  to  provide  manpower  to  contribute  muscle  and  fibre  In 
the  reserve  forces  to  achieve  their  missions  in  the 
nation's  military  force  structure. 

While  the  apparent  manifestation  of  the  1948  Act  was 

to  grant  comparability  of  retired  pay  for  reserve  members 

19 

with  regular  members  of  the  military  services,  the  hear- 
ings conducted  by  the  Congress  during  1947  and  1948  on 
KR  2744  clearly  document  that  the  sole  intent  of  Title 
III  retirement  was  to  provide  an  incentive  — a monetary 
Incentive  — to  members  of  the  Reserve  Components  to  per- 

form  continuous  Reserve  service  and  for  longer  periods 
20 

of  time. 
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The  use  of  this  economic  Incentive,  as  It  was  viewed 
by  Congress,  would  materially  assist  the  United  States  In 
maintaining  and  operating  adequate  reserve  forces;  provide 
a greater  number  of  trained  reserve  members;  and  would  be 
economical  by  lessening  turnover. 


Economic  Inducements,  however,  don't  end  upon  enlist- 
ment. It  Is  necessary  to  follow  through  with  establishing 
meaningful  programs  to  sustain  Interest  In  the  Reserves. 
This  has  continued  to  be  a persistent  concern  of  the 
reserve  forces  leadership. 

Another  analysis  Is  needed  to  measure  the  effective- 
ness of  Title  III  retirement  pay  for  reservists  and  Its 
contribution  to  maintaining  a well-trained  and  effective 
fighting  force  in  meeting  the  nation's  defense  needs. 

After  thirty  years  there  are  some  63,000  officers 

and  about  11,500  enlisted  members  currently  receiving 

21 

Title  III  retirement.  While  reserve  retirement  pay  may 
have  been  useful  in  retaining  many  reservists  to  meet  the 
requirements  of  the  Korean  war,  the  benefits  of  such  a 
retirement  system  could  not  be  assessed  In  the  Vietnam 
conflict  since  very  few  reservists  were  called. 
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Significantly,  through  the  time  ofvthis  writing 
(April  1977),  there  has  been  no  change  in  the  1948 
reserve  retirement  legislation.  The  thirty-year 
hiatus  may  be  at  an  end,  for  pressures  are  building 
in  the  reserve  forces  community.  In  extensive  con- 
tacts with  reserve  forces  members  throughout  the 
United  States  during  the  latter  part  of  1976  and  the 
early  months  of  1977,  the  Reserve  Compensation  System 
Study  (RCSS)  staff  have  heard  many  calls  for 
changing  the  eligibility  age  of  reserve  retirement  to 
a lower  age  to  conform  with  the  growing  practice  in 
both  government  and  private  industry  of  reducing  the 
eligible  age  to  qualify  for  an  annuity. 

It  has  been  over  twenty  years  since  changes  were 
made  in  U.  S.  government  Civil  Service  retirement  pro- 
visions permitting  employee  retirement  at  a lower  age. 
The  Civil  Service  Retirement  Act  of  1930  was  amended 
in  July  1956  so  that: 

Any  employee  who  attains  the  age  of 
sixty  years  and  completes  thirty  years 
of  service  shall,  upon  separation  from 
the  service,  be  paid  an  annuity..., 

....age  fifty-five  and  completes  thirty 
years. .. .shall. .. .be  paid  a reduced 
annuity...  22 
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Tan  years  later,  in  the  Federal  Salary  and  Fringe 
Benefit  Act  of  1966,  retirement  for  civil  servants  was 
further  liberalised  when  the  above  provisions  were 
changed  as  follows: 

Any  employee  who  attains  the  age  of 
fifty-five  years  and  completes  thirty 
years  of  service  shall,  upon  separation 
from  the  service,  be  paid  an  annuity.... 

. . . .age  sixty  and  completes  twenty  years 
of  service  shall.... be  paid  an  annuity...  21 

The  Civil  Service  precedent,  coupled  with  a broadly 
discernible  trend  in  the  private  sector  towards  per- 
mitting earlier  retirement'’  resulted  in  a Department  of 
Defense  legislative  initiative  in  1975.  This  took  the 
form  of  the  Reserve  Retirement  Modernisation  Act  which, 
among  other  provisions,  offered  the  option  of  retirement 
with  reduced  payments  as  early  as  fifty  years.  This 
proposal  is  still  being  reviewed  by  the  Office  of  Manage- 
ment and  Budget.  The  Department  decided  not  to  resub- 
mit the  proposal  to  the  95th  Congress  in  1977;  however, 
it  has  asked  the  RCSS  to  review  the  propossl's  pro- 
visions as  part  of  the  RCSS'  study  of  the  entire  reserve 
compensation  package. 
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TITLE  III 
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KtnBrjirxT  wmi  tat  or  onions  and  k ku-sted  personnel  or  tux 

NATIONAL  CLAUD  AND  RESERVE  LORI’S  OK  THE  AIIMY  OF  TIIK  CNITEO 
STATES,  TITT.  RISKliVK  COlfl’ONKNTS  OF  T1IE  ,U«  FORCE  OF  T1IE  UNITED 
STATES,  TKE  UNITED  STATES  NAVAL  and  UAMNE  corn’s  RESERVE,  AND  THE 
UNITED  STATES  COAST  CUARD  RESERVE 

Sec.  301.  (a)  The  .Secretary  of  the  Army  is  authorized  to  establish 
die  Army  of  the  United  States  Retired  List  anti  tbe  See  rotary  of  the 
Air  Force  is  authorized  to  establisli  the  Air  Force  of  the  United  States 
Retired  List,  to  be  published  annually  in  the  official  Register  of  the 
service  concerned,  upon  which  respectively  shall  be  placed  the  names 
of  all  commissioned  officers  and  former  commissioned  officers  of  tilt 
Anny  of  the  United  States  or  die  Air  Force  of  the  United  States,  aa 
the  case  may  be,  other  than  those  of  the  Regular  Army  or  the  Regular 
Air  Force,  heretofore  or  hereafter  grin  ted  retirement  pay  under 
swiion  S of  the  Act  of  April  3,  lOi D (53  Stat.  £5?,  as  amended,  10 
V.  S.  0. 456),  section  1 of  the  Act  of  September  20, 1011  (J5  Stat.  733, 

10  U.  S.  C.  45Ga).  and  section  302  of  tnis  title,  or  any  law  hereafter 
enacted  to  provide  retirement  pay  for  comm, cloned  officers  other 
dun  those  of  the  Regular  Anny  or  the  Regular  Air  Force,  and  the 
names  of  all  warrant  officers  and  enlisted  men  of  the  Regular  Anny  or 
die  Regular  Air  Force  heretofore  or  hereafter  retired  under  any 
prov  ision  of  law  who,  by  reason  of  service  in  temporary  commissioned 
grades  in  the  Army  of  the  United  States  or  the  Air  Force  of  the  United 
Slates,  or  in  any  of  the  respective  components  thereof,  are  entitled  to 
be  retired  xith  commissioned  rank  or  grade. 

(b)  The  Secretary  of  the  Navy  is  authorized  to  establish  a United 
Flutes  Naval  Reserve  Retired  List  to  include  the  names  of  all  officers 
sad  enlisted  personnel  of  the  Nnvnl  ami  Marine  Corps  Roservo  who  nre 
pl  anted  retired  pay  under  the  provisions  of  th  s title,  the  provisions  of 
Public  low  305,  Seventy-ninth  Congress,  or  any  law  hereafter  enacted 
to  provide  retired  pay  for  such  officers  and  enlisted  personnel. 

Siv.  302.  (a)  Any  peinon  who,  upon  attaining  or  having  attained  » t? a.'il ”$,'* rra 
da-  age  of  sixty  yearc,  has  performed  satisfactory  Federal  service  os 
•Mined  ill  this  section  in  the  status  of  a commissioned  officer,  warrant 

• llker,  tlight  officer,  or  enlisted  person  in  tiie  Anny  of  the  United 
States  or  die  Air  Force  of  the  United  States,  including  the  respective 
a itvc  components  thereof,  and  also  including  the  federally  recognized 
National  Guard  prior  to  1033,  the  United  States  Ns.vy  including  the 
fvwrve  components  thereof,  the  United  States  Marine  Corps,  including 
die  reserve  components  thereof,  or  the  United  States  Coast  Guard, 
i’. eluding  the  reserve  components  thereof,  and  lias  completed  an  aggre- 

* ••e  of  twenty  or  more  years  of  such  satisfactory  service  in  any  or  nil 
< i die  aforesaid  services,  shall,  upon  application  therefor,  be  granted 
I’ ' i red  pay;  Provided,  That  for  the  pnrjioses  of  this  section  the  last 
' -lit  years  of  qualifying  service  for  retirement  under  this  title  must 
1 tw  liven  service  as  a member  of  a reserve  component  except  that  any 
'V'^ber  of  a reserve  component  of  the  Air  Force  of  the  United  States 

ponent 

subsection, 

-uli  un-oil*  service  a*  a member  of  a reserve  com|Hincnt  and  as  & 

1 Ur  of  the' Regular  Army,  Navy,  Air  Force,  or  Marine  Coiquu 
't  '•’*  "in  |*o  deemed  to  he  service  in  a re-ewe  conqioiiciit : I’roridca 
v'.’.'or.  That  no  person  who  was  a iiH’inbcr  «if  n reserve  component 
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• ••n.UTof  a reserve  component  of  the  An  hnvo  of  the  United  ot.it 

• ■ dl  lv  cut  ;t  led  to  include  service  as  a member  of  a reserve  compotic 

• i d.e  Anny  of  the  United  States  |ici  formed  on  or  prior  to  July  5 
'•‘I:1;  /Wirf.i/  /mi7*’Cc,  That  for  the  'pttrpo-es  of  this  subject  ic 
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• j-r  l.-forv  August  15,  If.  15.  shall  lx-  eligible  for  retirement. lirnefita 
••  r itiis  till,,  unless  he  performed  a<  live  Federal  service  during  nny 
of  cither  of  llw  two  (Kniods  beginning  April  6,  1017,  ana 
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cndi ii"  November  11,  11>I8,  mid  beginning  September  0,  1910,  and 
ending  December  31,  1910. 

(b)  Subsequent  to  the  ennctnient  of  this  Art,  a year  of  sntisfnctorv 
Federal  service,  for  (ho  purposes  of  this  section  only,  shall  consist  o"f 
(iny  year  in  which  a person  is  credited  with  a minimum  of  fifty  points, 
which  points  shall  bo  credited  on  tho  following  basis: 

fll  Olio  point  for  each  d»v  of  active  Federal  service; 

(2)  One  point  for  each  drill  or  period  of  eqniruleut  instruction,  such 
drills  mid  periods  of  equivalent  instruction  to  be  restricted  to  those 
prescribed  and  authorized  by  the  Secretary  of  the  respective  service 
lor  the  year  concerned,  and  to  conform  to  tlie  requirements  prescribed 
by  other  provisions  of  law; 

(3)  Fifteen  points  for  membership  in  a reserve  component  for  each 
year  of  FedoVal  service  other  than  active  Federal  service. 

(c)  Each  yc«r  of  service  as  a member  of  a reserve  component  prior 
to  tho  enactment  of  this  Act  shall  be  deemed  to  be  a year  of  satisfactory 
Federal  service  for  the  purposes  of  this  sect  ion,  subject  to  the  provision's 
of  subsection  (o)  of  section  306  of  this  Act. 

(d)  Application  for  retirement  with  pay  made  pursuant  to  this 
section  shall  be  submitted  to  the  Secretary  of  the  service  in  which  the 
applicant  last  served  or  is  serving  at  the  time  of  such  submission. 

(e)  Any  person  who,  upon  attaining  the  age  of  sixty  years,  has 
qualified  lor  retirement  with  pay  pursuant  to  this  title,  may,  with 
his  consent  and  bv  order  of  the  cognizant  Secretary,  bo  retained  on 
duty  to  perforin  i dernl  service.  Any  person  so  retained  shall  bo 
credited  with  equivalent  periods  of  Federal  service  for  the  perform- 
ance of  such  duties. 

Sea  303.  Any  norson  granted  retired  pay  pursuant  to  tlio  provisions 
of  this  title  shall  receive  such  pay  at  an  annual  rate  equal  to  per 
centum  of  the  active  duty  annual  bnso  und  longevity  pay  which  ho 
would  roccivo  if  serving,  at  the  time  granted  such  pay,  on  active  duty 
in  the  highest  grade,  temporary  or  permanent,  satisfactorily  held  by 
him  during  his  entire  period  of  servico,  multiplied  by  a number  equal 
to  the  number  of  years  and  any  fraction  thereof  (on  the  basis  of  three 
hundred  and  sixty  days  per  year)  which  shall  consist  of  the  sum  of 
tha  following : 

!i)  All  periods  of  active  Federal  service; 
it)  One  day  for  each  point  credited  pursuant  to  subpara- 
graphs (2)  and  (3)  of  subsection  (b)  of  section  302  of  this  Act, 
out  no  mom  than  Bisty  days  shall  be  credited  on  this  basic  in  any 
one  year  for  the  purposes  of  this  section : 

Provided , That  no  person  shall  be  entitled  to  receive  such  retired  pay 
at  an  annual  rate  in  excess  of  73  per  centum  of  said  active  duty  pay: 
Provided  farther,  That  for  each  year  of  Federal  service,  other  than 
active  Federal  service,  performed  as  a member  of  a reserve  component 
prior  to  the  date  of  enactment  of  this  Act  and  credited  iu  accord- 
ance with  subsection  fc)  of  section  302  of  this  title,  such  member 
shall  be  credited  with  fifty  days  for  each  of  such  years,  for  (Jic  purpose* 
of  this  section. 

Sec.  304.  As  soon  as  may  be  practicable  after,  the  effective  date  of 
this  title,  the  Secretary  of  tho  Army,  the  Secretory  of  the  Air  K»*iv*\ 
and  the  Secretary  of  ilie  Navy  shall,  by  regulations  not  inconsistent 
with  this  or  any  other  Act,  prescribe  (a)  appropriate  standards  and 
qualifications  for  the  retention  or  promotion  of  mendier.i  of  reserve 
components  of  tho  Army  of  the  United  States,  the  Air  Force  of  the 
United  Stntcs,  and  tho  United  States  Navy  ami  tho  Muriuo  Cori^, 
respectively,  mid  (b)  appropriate  and  equitable  procedures  under 
which  the  compliance  by  each  luepiber  of  each  such  reserve  component 
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„idi  Midi  standards  nml  qualifications  shall  lie  determined  periodl- 
. di\.  Whenever  any  member  of  any  such  reserve  eoiii]ionent  tlierc- 
; fn’r  shall  fail  to  conform  to  the  standards  and  qualifications  so 
j.iycnliod  he  shall  be  transferred  to  nn  inactive  reserve  stains  if 
. ndilied  for  such  status,  retired  wit  limit  pay  if  (nullified  for  such 
i.i mu. cut,  or  his  appoiiitineiit  or  enlistment  shall  ini  terminated. 
Such  action  shall  elici  t a termination  of  such  irerson’s  right  to  iieciiio 
lei nvuiciit  lienefils  under  this  title  hut  shall  not  affect  nny  rights 
wliicii  have  accrued  prior  to  the  time  that  such  action  shall  liavc  been 
i alien  with  respect  to  snob  pei-son : I'rovidal  further.  That  the  Sccre- 
laiy  of  the  N'nvy  with  respect  to  personnel  of  the  Navy  and  Marine 
Corps,  includin';  the  reserve  components  tlierc«f.  shall  determine  wlmt 
has  constituted,  prior  to  the  date  of  enactment  of  this  title,  satisfnetory 
performance  of  Federal  service  other  than  active  Federal  service. 

Sr.c.  1MW.  The  provisions  of  this  title  shall  not  be  applicable  to  any 
ofiicer  or  enlisted  person  of  the  Regular  or  reserve  components  of  the 
Army.  Navy,  Air  Force,  or  Marine  Corps  who.  prior  to  or  subsequent 
to  the  date  of  enactment  of  this  title,  is  entitled  to  receive,  or  is  receiv- 
ing under  any  other  provision  of  law,  retired  pay  for  military  or  naval 
service,  including  retainer  pay  as  u transferred  member  of  the  Fleet 
Reserve.  No  period  of  sen  e otherwise  credit  able  in  determining 
the  eligibility  of  any  person  t.  .ve,  or  the  amount  of,  nny  nnnuity, 
pension,  or  old-ngc  benefit  pnyiuiic  under  any  provision  of  law  on 
account  of  civilian  employment,  in  (lie  Federal  Government  or  other- 
wise, shall  be  excluded  in  such  determination  Ixnause  such  period  of 
forvico  may  be  included,  in  whole  or  in  part,  in  determining  the 
eligibility  of  such  person  to  receive,  or  the  amount  of,  nny  retired  pay 
pnvable  under  this  title. 

Sec.  .Km.  For  the  nmjxises  of  this  title — 

(n)  Tho  term  "Federal  service”  shall  be  deemed  to  include  all 
active  Federal  service  nml  all  service  in  a reserve  component  other 
tlinu  active  Federal  service,  or  both,  except  ns  provided  in  (e)  and 
(f)  below.  . 

(b)  Satisfactory  Federal  service  or  Federal  service  satisfactorily 
IKu-fonned,  ns  used  in  this  title  in  referring  to  Federal  service  herein 
mentioned,  shall  be  deemed  to  incun  that  the  person  concerned  shall 
have  conformed  to  such  standards  and  qualifications  ns  may  have  been 
required  of  him. 

(c)  Service  in  a reserves  component,  as  used  iu  this  title,  shall  consist 
of  service  in  tho  following  organisations,  and  shall  bo  deemed  to  bo 
Federal  service  for  the  purposes  of  this  title — 

(11  the  National  Guard  of  the  United  States; 

(2)  the  National  Guard  while  in  the  service  of  the  Unilod 
Slates; 

(31  the  federally  recognized  National  Guard  prior  to  1033 j 

(I)  a federally  recognized  status  in  the  National  Guard  prior 
to  1033; 

(.1)  the  OdiceiV  Reserve  Corjis  and  the  Enlisted  Reserve  Corps 
prior  to  the  enactment  of  Public  Luiv  4G0,  Eightieth  Congress, 
approved  March  23, 1918;  , 

(til  the  Organis'd  Reserve  Corps; 

(7)  the  Army  of  the  United  Slates  without  component; 

(8)  the  Naval  Reserve  nml  the  Naval  Reserve  Finvc,  exclud- 
ing those  mcmln-is  of  (lie  Fleet  Reserve  nml  tho  Fleet  Naval 
Ryerve  transferred  thereto  after  completion  of  sixteen  or  more 
vein  s of  ncl  ivc  naval  service ; ' 

(0)  the  Marine  Corps  Reserve  and  the  Marine  Corps  Reservo 
Font’,  excluding  those  meiiilais  of  the  Fleet  • Marino  Corps 
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Reserve  transferred  tlio.lt to  after  completion  of  sixteen  or  more 
yearn  of  active  naval  service ; 

(10)  the  Limited  Service  Murine  Corps  Reserve ; 

(11}  the  Naval  Militia  yho  have  conformed  to  the  standards 
prescribed  by  the  Secretai-y  of  the  Navy ; and  ' 

(12)  tho  National  Naval  Volunteers; 

(18)  the  Air  National  Guard ; 

(141  tho  Air  Force  Reserve  (Officers  or  Enlisted  sections) ; 

(15)  tho  Ait1  Force  of  the  United  States  without  component; 

ana 

(16)  the  Coast  Guurd  Reserve. 

(d)  The  term  ’‘active  Federal  service’*  shall  include  all  periods  of 
annual  training  duty  and  all  prescribed  periods  of  attendance  at  such 
service  schools  as  havo  been,  or  may  be  designated  us  such  by  the 
Secretary  of  tho  Army,  the  Secretary  of  the  Navy,  and  tho  Secretary  of 
the  Air  Force  for  their  respective  services,  or  by  law,  or  any  other 
period  of  tiipe  when  ordered  to  active  duty,  under  competent  Federal 
orders. 

(e)  With  respect  to  personnel  of  tho  Army  or  the  Air  Force,  sorvice 
in  the  inactive  National  Guard  or  Air  National  Guard,  in  a non- 
federally  recognized  status  in  the  National  Guard  or  Air  National 
Guard,  or  in  an  inactive  Reserve  section  of  the  Oflicers*  Reserve  Corps 
or  an  inactive  officers’  section  of  the  Air  Force  Reserve  shnll  not  be 
deemed  to  be  Federal  servico. 

(f)  Subject  to  the  piovisions  of  subsection  (d)  hereof,  service  on 
tho  Honorary  Retired  List  of  the  Naval  and  Marine  Corps  Resorves 
shall  not  ho  cfpemed  to  be  Federal  service. 

Sec.  307.  The  Secretary  of  the  Armv  with  respect  to  porsonucl  of  the 
Army,  the  Secretary  of  the  Navy  with  respect  to  the  personnel  of  the 
Navy  and  Marine  Corps,  and  the  Secretary  of  the  Air  Force  with 
respect  to  personnel  of  the  Air  Force,  are  authorized  to  prescribe  such 
rules,  regulations,  and  procedures  as  they  may  deem  necessary  to 
effectunte  the  provisions  of  this  title. 

.Sec.  308.  Any  person  who  hns  not  attained  tho  agro  of  sixty  years 
but  is  oligible  in  all  other  respects  to  receive  retired  pay  under  the 
provisions  of  this  tit!*'  may,  at  his  own  request,  and  by  the  direction 
of  the  Secretary  of  the  cognizant  service,  be  transferred  to  such  inactive 
status  list  as  hns  been,  or  ini'  be  established  by  law  or  regulation  for 
the  reserve  components  of  the  Army  of  the  United  Slates.  Navy,  Air 
Forco  of  tho  United  States,  or  Marine  Corps.  After  the  effective  date 
of  such  transfer  he  shall  not  bo  required  to  participate  in  any  training 
or  othor  program  proscribed  for  said  reserve  components,  and  he 
shall  not  bo  entitled  to  be  credited  with  either  additional  uctive  Federal 
service  or  additional  Federal  service  in  a reserve  component  other  than 
active  Federal  service  for  the  purpose  of  this  title  while  he  is  in  an 
inactive  status.  Any  such  person  may,  in  the  discretion  of  the  cogni- 
zant service  Secretary,  be  recalled  to  active  slutus  nt  any  time,  and 
if  so  recalled,  ho  shall  be  credited  with  active  Federal  service  or  Federal 
servico  in  a reserve  component  other  than  active  Federal  service,  or 
both  for  tlio  performance  of  such  duty. 

Sec.  309,  Service  as  a member  of  a reserve  component  shnll  lie 
eubject  to  tlm  requirements  of  the  military  services  and  appropriations 
available  therefor  from  time  to  time.  No  |>cr.sou  shall  be  ordered  to 
active  Federal  Service  for  the  sole  purpose  ol'  qualifying  for  retirement 
benefits  under  this  title. 

Sec.  310.  No  back  pay  or  allowances  for  any  period  prior  to  the 
date  of  enactment  thereof  shall  accrue  to  any  person  by  reason  of 
enactment  of  this  title. 

Sec.  311,  The  provisions  of  this  title,  except  us  may  be  necessary  to 
adapt  the  same  thereto  shall  apply  to  personnel  of  the  Coast  Guard 
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Reserve  in  relationship  to  the  Const  Guard  in  the  same  manner  and 
to  the  same  extent  as  they  apply  to  personnel  of  the  Naval  ami  Marine 
Corps  Reserve  in  relationship  to  the  Navy:  /‘mvk/m/,  Unit  wherever 
authority  is  given  to  the  Secretary  of  the  Navy,  similar  authority  . 
shall  be  deemed  to  be  given  to  the  Sent1  tiny  of  the  Treasury  to  be 
exercised  with  respect  to  the  Coast  Guard  except  at  such  time  or  times 
as  the  Coast  Guard  may  be  operating  under  the  Secretary  of  the  Navy. 

Skc.  812.  The  provisions  of  this  title  shall  become  effective  for  each 
of  the  services  coucerued  wlten  d heeled  by  the  cognisant  Secretary, 
but  not  later  thun  the  first  day  of  the  seventh  month  following  the  date 
of  euuctnicnU  > 

Skc.  318.  There  are  hereby  authorised  to  be  appropriated  such  funds  «► 

as  may  be  necessary  to  carry  out  the  purposes  of  this  Act. 

‘ Approved  Juno  29,  1948. 
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(Readjustment  Pay  for  Reservists  Leaving  Active  Duty) 

Legislative  Authority;  10  USC  1163  (1976  ed) 

Purpose : To  develop  the  legislative  history  and  the  reasoning 
for  the  criteria  that  determine  reserve  readjustment  pay. 

Background:  Reserve  readjustment  pay  is  similiar  to  severance 
pay  for  regular  personnel.  Reserve  personnel  who  have  been  on 
active  duty  for  at  least  five  continuous  years  but  less  than 
eighteen  years  (those  with  eighteen  years  can  remain  for  twenty 
and  then  retire)  and  are  involuntarily  released,  are  entitled 
to  receive  a lump  sum  payment  equal  to  two  months'  pay  for  each 
year  of  active  duty  --  but  never  more  than  the  lesser  of  two 
years'  pay  or  $15,000. 


Nondisability  severance  pay  has  a > 
long  legislative  history  in  one 
form  or  another.  At  times  it  has 
been  awarded  only  to  personnel 
forced  out  of  service  against  their 
wishes.  The  Act  of  May  14,  l800 
(2  Stat  85)  is  an  early  example 
of  such  legislation.  It  empowered 
the  President  to  discharge  by 
June  15,  1800  any  Army  "officers, 
non-commissioned  officers  and 
privates  . . . except  the  en- 
gineers, inspector  of  artillery, 
and  inspector  of  fortifications," 
and  authorized  3 months'  addi- 
tional pay  for  personnel  so  dis- 
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charged.  At  other  times,  severance 
pay  has  been  paid  without  regard 
to  the  voluntary  or  involuntary 
nature  of  the  separations  on 
which  it  was  predicated.  The 
Act  of  December  24,  l8ll  (2  Stat 
669) , for  example , awarded  a 
"bounty"  of  3 months’  pay  and 
160  acres  of  public  land  to  all 
former  enlisted  personnel  who  had 
"faithfully  performed  their  duty 
whilst  in  service. 


The  origin  of  present-day  readjustment  pay  can  be  found  in  The 

p 

Officer  Personnel  Act  of  1947.  This  was  a humane  attempt  to 
bring  the  active  force  to  peacetime  levels  after  World  War  II. 

This  act  provided  regular  officers  with  two  months ' pay  for 
each  year  of  active  service  but  no  greater  than  two  years'  pay. 

The  extensive  legislative  history  weighed  the  broader  issues 
of  personnel  policy  without  explaining  the  rationale  for  the 
severance  pay  provision. 

However,  the  hearings  revealed  the  source  of  the  provision. 

A subcommittee  hearing  of  the  House  Armed  Services  Committee 

had  stated  that  the  Bureau  of  Budget  requested  the  Navy  input 

3 

to  the  bill  be  revised  to  conform  to  the  Army  version. 

The  provision  in  the  Army  bill  resembled  an  earlier  recommendation 
General  Dahlquist  had  recommended  that  regular  officers  released 
from  active  duty  before  retirement  would  get  either  two,  one,  or 
zero  years  of  severance  pay  depending  upon  rank  and  years  of  servi 


The  following  table  compares  the  original  recommendations  with 


provisions 

of  the  1947  law. 

Rank 

Years  of  Service 

Severance  pay 
Recommendation 

1947  law 

by  Dahlquist 

(§  2 months  for 
each  YOS) 

Major 

Major 

l4  to  20 
less  than  l4 

2 years 

1 year 

2 yrs 

28  mo.  or  less 

Captain 

Captain 

14  to  20 
less  than  14 

2 years 

1 year 

2 yrs 

28  nc.  or  less 

1st  Lt 

all 

1 year 

probably  less 
than  1 year 

2nd  Lt 

all 

0 

probably  les6 
than  ^ year 

Later,  an  unpublished  Army  recommendation  put  forward  the  identical 
severance  pay .provision  that  was  adopted  by  Congress  without  criticism.5 
Evidently.,  this  later  recommendation  was  considered  a fine-tuning  of  the 
original  recommendation  by  Dahlquist. 


Need  for  similiar  coverage  for  reservists  soon  became  apparent. 
In  a hearing  before  the  House  Armed  Services  Committee  in  1955 
it  was  noted  that  personnel  requirements  of  the  Armed  Forces 
are  not  static  and  that  reserve  personnel  coulu  be  used  on  a 
temporary  basis  to  fill  vacancies. 

Two  excerpts  from  this  hearing  follow: 


While  we  need  the  inherent  flexi- 
bility which  the  Reserve  element 
affords,  we  also  need  to  retain 
on  active  duty  over  extended  per- 
iods sufficient  numbers  of  these 
junior  officers  to  provide  a 
balanced  office^  structure.  This 
means  that  we  must  provide  rea- 
sonable compensation  for  the 
individual  who  serves  several 
years,  and  is  then  separated  be- 
fore gaining  eligibility  for  re- 
tirement benefits. 


The  two  principal  objectives  that 
readjustment  pay  will  accomplish 
are:  first,  provide  more  security 
for  deserving  individuals,  and 
second,  provide  incentive  to  en- 
able the  services  to  maintain  a 
reasonably  stable  Reserve  element. 
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The  long-term  Reserve  officer,  with 
over  five  years  active  commissioned 
service,  whom  we  seek  to  retain  on 
active  duty  indefinitely,  m\^t  be  pro- 
tected against  economic  dislocation 
durirg  the  critical  earning  period 
of  h:.s  life,  principally  between  the 
ages  of  27  and  40  years  of  age. 

Beyond  18  years  of  service,  he  is 
reasonably  protected  until  eligible 
for  retirement.  Eprly  release  de- 
feats the  natural  desire  for 
security  . . . 


So  long  as  our  national  policy 
requires,  Reserves  for  augmen- 
tation of  the  Active  Forces  in 
peace  or  war,  the  provision  of 
compensation  to  assist  them  in 
readjusting  to  civilian  life, 
during  this  critical  period  in 
their  lives,  is  a justifiable 
element  qf  the  cost  of  national 
defense, ' 


First,  it  must  provide  decided 
inducements  for  the  best  Reserve 
officers  to  remain  in  the  active 
service  following  conclusion  of 
their  legally  obligated  service. 
That  is,  such  officers  must  be 
assured  that  if  after  extended 
service,  their  active-duty  career 


is  terminated  prior  to  quali- 
fication for  retirement,  some 
financial  assistance  will  be 
provided  to  facilitate  their 
conversion  to  civilian  pur- 
suits. 


Second,  such  emolument  must 
provide  adequate  and  just, 
but  not  excessive,  compen- 
sation for  those  officers 
who,  in  fact,  are  involun- 
tarily released  after  extended 
periods  of  active  duty. 


Third,  it  must  not  be  so  attractive 
as  to  deter  Reserve  officers 
from  striving  for  Regular 
appointments,  nor  must  it 
influence  officers  released 
to  inactive  duty  to  terminate 
their  Reserve  affiliations. 


And  last,  it  must  not  penalize 
an  officer  who  received  bene- 
fits thereunder  in  the  matter 
of  acquiring  retirement.  It 
must  not  permit  an  officer  to 
receive  other  emoluments  for 
the  same  period. 


o 


g 

These  hearings  culminated  in  legislation  which  provided  re- 
adjustment pay  to  reserve  personnel  on  active  duty  for  at  least 
five  years.  It  was  computed  at  the  rate  of  of  a month's  pay 
per  year  instead  of  the  rata  for  regular  service  personnel  of 
two  months  per  year  with  a maximum  of  nine  months'  pay  for  18 
years  of  service.  The  lesser  amount  was  justified  by  the  fact 
the  reservists,  unlike  regulars,  were  entitled  to  Title  3.  re- 
tirement pay 

In  19(12,  there  were  two  changes  made  to  readjust-jent  pay.  The 

rate  of  reserve  readjustment  pay  was  increased  to  two  months 

from  £ of  a month's  pay  per  year  of  active  duty  to  match  severance  pay 

for  the  regular  force,  and  the  limitation  of  $15,000  was  in- 

troduced  for  both  regular  and  reserve  forces. 

Added  incentive  was  needed  to  induce  reserve  officers  to  re- 
main on  active  duty.  However  Congress  believed  that  an  upper 
limit  was  needed,  approximately  the  basic  pay  of  a major  with 
over  sixteen  years  of  service. 

The  following  excerpt  from  a Senate  Report  reflects  Cbngressional 
intent . 

(l)  Existing  law  that  provides 
one-half  of  one  month's  basic 
pay  for  each  year  of  active  duty 
for  a Reserve  member  released 
after  five  years  of  active  duty 
would  be  amended  by  increasing 
the  payment  to  two  months'  basic 
pay. 
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This  increase  in  readjustment 
payments  is  intended  to  serve 
as  an  incentive  for  a larger 
number  of  young  officers  to 
agree  to  remain  on  active  duty 
beyond  their  obligated  tours 
of  service  and  to  provide  more 
equitable  treatment  for  those 
long-term  reservists  who  are 
released  to  inactive  duty 
before  qualifying  for  the  im- 
mediate receipt  of  retired  pay. 
These  increased  payments  are 
authorized  for  both  commissioned 
and  enlisted  members  of  the  reserve 
components . 


(2)  The  maximum  readjustment 
authorized  is  two  years'  basic  pay 
or  $15,000,  whichever  is  the  lesser. 


The  maximum  of  two  years  of  basic 
pay  applies  now  to  severance  payments 
for  Regular  officers.  The  Regular 
officers  who  receive  these  payments 
for  separations  other  than  physical 
disability  ordinarily  are  in  grades 
not  above  that  of  major  or  the 
equivalent.  Two  years'  basic  pay 
for  a major  with  l6  years  of  ser- 
vice for  pay  purposes  is  $14,640. 

In  recognition  that,  without  a 
monetary  limitation,  the  bill  con- 
ceivably Could  authorize  a re- 
adjustment payment  to  a Reserve 
major  general  with  16  years  of  ser- 
vice for  pay  purposes  in  an  amount 
of  $28,800,  the  committee  has  adopted 
a nonetary  maximum  of  $15,000  because 
of  the  view  that  payments  in  an 
amount  substantially  more  than  this 
maximum  would  be  excessive. 
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To  achieve  uniformity  in  provisions 
applicable  to  Regular  officers  and 
Reserves  on  this  point,  the  bill 
.unends  provisions  of  law  prescribing 
severance  payments  for  Regular  officers 
on  releases  other  than  for  physical 
disability  by  establishing  a maximum 
of  $15,000  on  such  payments. i£- 


Change  one-half  month's  basic  pay 
to  two  months'  basic  pay.  - This 
would  give  Reserve  officers  in- 
voluntarily released  a "ate  of 
accrual  of  severance  pay  similar 
to  that  severance  pay  received 
by  involuntarily  released  Regular 
officers.  This  provision  would 
also  increase  by  the  same  rate 
the  readjustment  pay  presently 
authorized  for  enlisted  members 
of  the  Reserve  components  who 
are  involuntarily  released  prior 
to  the  completion  of  an  enlistment 
or  who,  upon  completion  thereof, 
are  not  permitted  to  continue  on 
active  duty.  Notwithstanding  the 
fact  that  only  a few  enlisted  re- 
servists have  received  readjust- 
ment pay  under  the  existing  law, 
and  no  increase  is  anticipated, 
it  is  recommended  that  enlisted 
personnel  continue  to  be  treated 
in  the  same  manner  as  Reserve  of- 
ficers wi^  respect  to  separation 
payments. 


In  December  1977,  the  basic  pay  for  a majpr  (with  over  16  years 
of  service)  is  $28,350  tor  two  years.  The  readjustment  allow- 
ance maximum  remains,  however,  at  $15,000,  the  figure  established 
in  1962. 
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RCSS 

Legislative  History 
19  January  197& 

SEPARATION/SEVERANCE  PAY  - INCOME  TAX  IMPLICATIONS 
Legislative  Authority:  26  USC  b02  (1976) 

Purpose:  To  describe  the  existing  regulation  on  the  taxability 
of  severance  pay  as  background  for  an  RCSS  proposal  to  exclude 
separation/severance  pay  from  tax  treatment  at  ordinary  income 
tax  rates. 

Discussion:  Without  enactment  of  new  legislation,  severance  pay 
(proposed  by  RCSS  as  part  of  its  recommended  compensation  system) 
would  be^  treated  as  ordinary  income  and  taxed  at  ordinary  rates, 
thus  significantly  reducing  the  value  of  the  benefit  intended 
by  the  RCSS  proposal.  The  severance  pay  recommended  by  RCSS 
is  for  officers  or  enlisted  men  who  are  not  selected  for 
continuation  in  the  Guard  or  Reserve  at  10  or  15  year  service 
"gates."  For  this  reason  RCSS  believes  that  such  severance  pay 
should  be  considered,  for  tax  purposes,  the  same  as  a lump  sum 
distribution  from  a qualified  pension  plan,  which  does  receive 
special  tax  treatment.  Under  the  Internal  Revenue  Code  (IRC, 

Title  26  of  USC),^  lump  sum  distributions  are  eligible  for  the 
highly  advantageous  tax  calculation  if  all  three  of  the  following 
conditions  are  met: 

- The  entire  balance  of  the  employee's  account  is 
paid. 

- The  sum  is  paid  within  one  taxable  year. 

- The  sum  is  paid  because  of  the  employee's  death, 
disability,  or  other  termination  of  service,  or, 
after  he  reaches  age  59^ • 
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The  recipient  has  a variety  of  options  under  the  IRC: 


o Allocation  of  the  lump  sum  distribution  between  long 
term  capital  gains  and  ordinary  income}  or 
o ten  year  averaging;  or 

o roll  over  into  an  Individual  Retirement  Account  (IRA) 
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or  other  plan. 

These  options  will  be  discussed  on  the  following  pages. 

Allocate  between  long  term  capital  gains  and  ordinary  income. 

Under  this  option  the  lump  sum  distribution  may  include  amounts 
that  are  not  taxable. 

o The  non-tax  able  portions  are: 

- Amounts  contributed  to  the  plan  by  the  employee, 
and 

- Net  unrealized  appreciation  of  employer  securities. 
(That  is,  the  difference  between  the  current  market 
value  and  the  cost  basis  of  the  securities.  This 
amount  will  be  taxed  when  the  securities  are  sold.) 

o The  taxable  portion  of  the  distribution,  (i.e.,  the  lump 
sum  less  the  non-taxable)  is  divided  into  that  subject 
to  capital  gain  treatment  and  that  subject  to  10-year 
averaging. 

- The  capital  gain  portion  is  determined  by  this  formula: 

of  Month*  Mor  to  197*i 

total  Tax*fcl*  Dlotrlbut  ion  i - - . Capital  pain 

total  Month*  of  Hrtleipatlon 
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The  capital  gain  portion  will  be  treated  at  the  long  term  capital 
gain  rate  (50  percent  of  the  capital  gain)  and  the  5-year  income 
averaging  rule  may  be  used. 

o The  remainder  (total  taxable  amount  less  that  subject  to 
capital  gain),  is  the  ordinary  income  portion.  This  ordinary 
income  portion  qualifies  for  the  special  10-year  averaging  formula 
discussed  below  in  the  next  option.  It  is  a separate  tax 
calculation. 

Ten  year  averaging  for  lump  sum  distributions. 

Under  this  option  prior  to  1976  only  the  ordinary  income  portion 
qualified  for  the  10-year  averaging  tax  (i.e.,  the  remainder  of 
the  lump  sum  after  being  reduced  by  the  non-taxable  portion  and 
the  capital  gains  portion).  In  1976  and  la^er  years  the  entire 
lump  sum  distribution  may  be  treated  as  ordinary  income  and 
thereby  qualify  for  the  10-year  averaging  tax. 

Congress  intended  to  duplicate  the  tax  treatment  a lump  sum 

distribution  would  have  received  if  the  monies  had  remained  in 

the  pension  fund  until  the  individual's  retirement. ^ If  so,  and 

if  the  recipient  had  remained  employed  until  retirement  age 

and  lived  ten  years  during  which  he  received  his  pension,  that 

amount  would  have  been  taxed  each  year  at  ordinary  income  tax 

rates.  Congress  desired  not  to  introduce  any  undue  complexity 

4 

and  multiple  year  computations. 
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Transfer  to  Individual  Retirement  Account 


The  recipient  has  another  option;  the  whole  amount  may  be  placed 
in  an  Individual  Retirement  Account  (IRA)  within  six  months  after 
receipt.  This  defers  all  income  tax  until  the  distribution  is 
taxed  as  ordinary  income  when  received  during  retirement. 

To  summarize,  the  recipient  may: 

o Allocate  the  lump  sum  distribution  between  long  term 
capital  gains  and  non-capital  gains.  The  capital  gains 
amount  along  with  other  income  for  that  tax  year  may 
be  taxed  under  the  5-year  average  rule  if  otherwise 
qualified.  The  non-capital  gains  portion  may  be  taxed 
under  the  10-year  average  rule;  or 
o Beginning  in  1976,  submit  the  entire  amount  to  be  taxed 
using  the  10-year  average  rule;  or 
o Have  the  total  amount  rolled  over  within  six  months 
into  an  IRA,  thereby  deferring  all  tax  until 
distribution  at  retirement. 

The  present  law  applies  to  pension  plans  qualified  by  the  IRS. 

The  ROSS  proposal  on  severance  pay  does  not  meet  the  requirements 
for  a qualified  plan.  Therefore,  legislation  recommendations  to 
change  the  title  37  USC  to  allow  severance  pay  must  also  include 
an  amendment  to  the  Internal  Revenue  Code,  8.402(e)(4).  This 
amendment  would  add  Reserve  Severance  Pay  as  a qualified  pension 
plan  for  lump  sum  distribution  treatment  purposes. 

Examples  of  ten-year  averaging  tax  are  attached. 


Then  the  Separate  Tax  on 
Lump  Sum  Distribution  Would  Be* 


If  Severance  Pay  Is: 


0 to  $10,000 

0 

11,000  • 

145 

12,000 

310 

13,000 

500 

14,000 

690 

15,000 

900 

16,000 

1,110 

17,000 

1,350 

18,000 

1,590 

19,000 

1,840 

20,000 

2,090 

25,000 

3,065 

30,000 

4,170 

35,000 

5,420 

40,000 

6,790 

45,000 

8,265 

50,000 

9,84o 

55,000 

11,540 

60,000 

13,290 

65,000 

15,215 

70,000 

23,190 

75,000 

19,290 

* Tax  computed  at  1977  rates.  The  amount  of  tax  on  Severance 
Pay  as  listed  in  this  table  would  be  added  to  the  taxes  as 
computed  on  other  income.  10-year  averaging  is  not  necessarily 
the  best  alternative,  especially  for  those  in  higher  tax 
brackets. 
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RCSS 

Background  Paper 


17  January  1978 

FIFTEEN  POINT  CREDIT  GRANTED  RESERVISTS 

Legislative  Authority:  10  USC  1332 

Purpose:  To  determine  the  rationale  for  the  15  retirement 
point  credit  granted  the  reservist  for  being  a member  of  a 
reserve  component. 

Background:  The  legislative  history  of  reserve  retirement  is 
dealt  with  in  a separate  RCSS  background  paper.  This  memo, 
therefore,  addresses  only  the  basis  for  15  gratuitous  points. 
All  retirement  points  are  authorized  by  Public  law  810, 

Title  III,  Section  302,  the  Army  and  Air  Force  Vitalization  and 
Retirement  Equalization  Act  of  19^8: 


1.  One  point  for  each  day  of 
active  Federal  Service  or  active 
training  duty. 

2.  One  point  for  each  drill  or 
period  of  equivalent  instruction 
authorised  or  prescribed  by  the 
Secretary  of  the  respective  service. 
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3.  A Uniform  15  points  credit 
for  membership  in  a Reserve  com- 
ponent for  each  year  of  Federal 
service  other  than  active  Federal 
service.  (Emphasis  added)l 


The  researchers  conducted  an  extensive  and  exhaustive  research: 
of  Congressional  hearings  and  committee  reports;  of  the  19^7  - 
19^9  files  of  the  Office  of  the  Secretary  of  Defense,  Depart- 
ments of  Army,  Navy,  and  Air  Force;  of  records,  for  the  period, 
in  the  National  Archives.  We  determined  that  there  is  no  docu- 
ment available  to  explain  why  IS  was  the  number  of  points 
selected.  We  then  contacted  three  officials  who  worked  closely 
with  Public  Law  810  during  its  drafting,  evolution,  and  final 
passage . 


They  stated  they  believed  they  were  intimately  familiar  with 
the  background  and  purpose  of  its  provisions  and,  as  best  they 
could  reconstruct  the  rationale,  the  15  points  credit  was 
decided  upon  as  follows: 


The  50  point  qualification  vaa  an  arbitrary  threshold 
selected  for  a "satisfactory  year"  for  purposes  of 
Reserve  retirement.  Many  reservists  were  members  of 
units  with  U6  weekly  drills  and  two  weeks  of  scheduled 
summer  camp.  Others  were  ateabers  of  units  which  drilled 
much  less  but  did  participate  in  the  two  weeks'  summer 
camp. 


We  recognized  that  many  Reservists  vould  be  unable  to 
earn  their  50  points  by  attendance  at  drills  because  the 
requirements  of  their  civilian  lives  vould  frequently 
make  this  impossible.  Hovever,  ve  felt  that  many  vould 
be  able  to  earn  a sufficient  number  of  points  by  attendance 
at  drills  plus  15  points  if  they  attended  summer  training. 

In  the  minds  of  the  drafters  of  the  legislation,  the  nev 
concept  of  earning  points  for  retirement  vas  predicated 
on  summer  training  and  veekly  drills.  There  vas  no  debate 
as  to  the  figures  used  and,  to  our  knovledge,  no  computa- 
tions  — at  that  time  — of  the  percentage  of  drill 
attendance  required  to  achieve  a satis  factory  year. 

When  ve  thought  about  the  nev  concept  of  earning  points 
for  retirement,  ve  decided  as  part  of  the  inducement  given 
a Reservist  vould  be  to  credit  him  vith  15  points  for  the 
simple  act  of  alloving  his  name  to  be  maintained  on  the 
roster,  thereby  subjecting  himself  to  call  for  active  duty; 
but,  importantly,  giving  him  a start  tovard  the  earning  of 
his  50  points  vhich  vould  gake  his  year  a 'satisfactory 
year'  for  retirement. 

We  chose  the  15  points  as  a figure  vhich  had  an  established 
significance  based  on  pre-enactment  practices  as  active 
service  credit.  For  many  reservists,  the  only  credit  the 
reservist  could  receive  previous  to  enactment  of  the  19^6 
lav,  short  of  extended  active  duty,  vas  the  credit  for 
15  days  of  active  duty  obtained  as  the  result  of  attendance 
at  the  yearly  summer  camp. 

To  summarize,  those  vho  vorked  vith  this  legislation  knev 
that  point  credits  vere  granted  on  the  assumption  that 
most  Reservists  could  earn  the  necessary  points  to  qualify 
for  a 'satisfactory  year'  by  a combination  of  attendance 
at  drills  and  attendance  at  summer  camps.  The  15  gratuitous 
points  vas  simply  the  number' vhich  corresponded  vith  the 
active  service  credit  a Reservist  previously  received  for 
time  spent  on  active  duty  for  training. 
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DESCRIPTION  OF  THE  COMPUTER  MODELS 
FOR  THE 

LUMP  SUM  OPTION 
FOR  RESERVE  RETIREMENT 


BACKGROUND 

The  RCSS  recommendations  concerning  deferred  compensation  con- 
sist of  two  alternatives.  Alternative  #1  is  the  continuation 
of  a modified  reserve  retirement;  Alternative  #2  is  for  "no- 
retirement." The  basic  purpose  of  both  alternatives  is  to 
shift  compensation  x’orward,  where  manning  experience  would 
indicate  it  is  needed. 

Currently,  there  is  no  provision  for  either  voluntary  or  in- 
voluntary reserve  retirement  at  any  time  prior  to  age  60.  Officers 
are  separated  from  active  reserve  participation  by  the  provisions 
of  the  Res?rve  Officer  Personnel  Act,  but  this,  in  effect,  ap- 
plies only  to  the  more  senior  officers.  There  is  no  similar 
personnel  program  in  effect  for  the  separation  of  enlisted  per- 
sonnel . 

RCSS  has  considered  the  possibility  of  lowering  the  ret i nt 
age  for  reserve  retirement.  M never , lowering  the  age  does  not 
change  the  basic  inflexibility  of  the  current  retirement  system, 
either  from  the  viewpoint  of  the  government  in.  the  management 
of  the  force  or  from,  the  viewpoint  of  the  individual.  RCBF 
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holds  the  position  that  the  lump  sum  option  provision  described 
in  the  modified  retirement  plan  (Alternative  #l)  would  provide 
more  flexibility  for  the  government  to  manage  the  force  and 
would  give  the  individual  the  opportunity  to  tailor  his  reserve 
career  and  entitlement  to  deferred  compensation  to  his  own 
particular  requirements.  It  was' the  conclusion  of  the  RCSS  that 
the  option  of  a lump  sum  payment,  in  lieu  of  earlier  retirement, 
would  work  to  the  mutual  advantage  of  the  government  and  the 
reservist. 

The  RCSS  recommends  that  a lump  sum  option  be  made  available  to 
reserve  retirees,  both  for  members  who  are  eligible  under  the 
present  retirement  plan  and  are  still  active  in  the  reserve  and 
those  who  would  be  covered  by  the  RCSS  modified  retirement  plan. 
The  decision  to  select  tne  option  would  be  voluntary  on  the 
part  of  the  reservist  upon  attaining  20  creditable  YOS  for  re- 
tirement. The  option  would  be  selected  by  the  individual  at 
the  time  he  or  she  was  transferred  to  the  Retired  Reserve  or 
ceased  participation  in  the  reserve.  The  option  would  iiave 
to  be  exercised  prior  to  attainment  of  age  5$.  Exercise  of 
the  option  to  receive  a lump  sunt  settlement  would  constitute 
a waiver  of  entitlement  to  ar,y  further  deferred  benefits  in- 
cluding health  care,  survivor  benefits,  commissary,  and  exchange 


privi leges . 


PURPOSE 


The  purpose  of  this  paper  is  to  list  the  facts  and  assumptions 
and  to  describe  briefly  the  programs  and  data  associated  with 
lump  sum  modeling  to  allow  evaluation  and  replication  of  RCSP 
work.  Retailed  program  descriptions  and  actual  data  set  ex- 
tracts used  in  the  modeling  are  available  in  the  RCSS  working 
papers  held  in  ODASD  (RA) . 

FACTS 

• The  points  accumulated  by  FY  77  retirees  from  the  Army 
and  the  A'r  Force  are  based  on  a random  sample  for  each 
component. 

• The  annual  point  accumulation  rate  is  based  on  a five- 
year  period  during  the  most  recent  seven  year  history 
from  the  Army  and  Air  Force  samples. 

• Retirement  ages  and  relationship  of  years  of  service 
to  retirement  age  are  based  on  the  Army  sample. 

• Mortality  rates  are  taken  from  the  Commissioners  l^s8 
Standard  Ordinary  Table  of  Mortality. 

t Pay  rates  are  taker;  from  the  October  1077  pay  table. 

o Personnel  inventories  are  based  on  data  from  the 
30  Sep  77  report  of  the  Reserve  Component j Common 
Personnel  Data  System  (RCCPDS). 
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ASSUMPTIONS 


• Discount  rate  is  6 %. 

• Retirement  payments  are  made  the  first  day  of  the  year. 
Present  value  is  calculated  as  of  the  last  day  of  the 
year. 

• Army  National  Guard,  Army  Reserve,  and  Navy  Reserve 
participation  rates  are  about  the  same. 

• Marine  Corps  Reserve,  Air  National  Guard,  and  Air  Force 
Reserve  participation  rates  are  ebout  the  same. 

• Real  -wage  growth  is  0 or  1$  per  year  (2  cases). 

API,  PROGRAMS 

Generm  Description  of  the  Programs 

The  programs  predict  individual  lump  sum  payments  or  budget 
payments  for  a variety  of  situations: 

• individual  cases  by  actual  IT  77  retirement  cohort 
distribution ; 

• constructed  individual  cases: 

• with  or  without  a real  wane  growth  during  the  period 
between  retirement  and  age  60; 

• with  or  wilnout  adoption  of  the  ROPP  point  accrual  pro- 
pose 1 ; 

• for  an  actual,  projected,  objective,  or  require.!  in- 
ventory; 

• for  different,  "eligibility  windows". 
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The  Four  Specific  Pro&rams 


• COST  produces  a five  year  budget  for  FY  77  - 8l,  by 
component  and  officer  or  enlisted  status,  by  YOS,  by 
taker  rate,  and  by  present  or  proposed  system  for  the 
situation  in  which  only  personnel  with  20,  25,  or  30 
YOS  may  take  the  lump  sum  option  and  the  taker  rate 

is  all,  5$,  15$,  or  25$>.  The  program  is  adjustable  for 
incorporation  or  deletion  of  real  wage  growth,  budget- 
ting for  a new  five  year  period,  or  having  an  eligibility 
window  of  16  to  30  YOS. 

• LIFESTREAM  produces  multipliers  o*'  annual  pay  entitle- 
ments to  lump  sum  payments  bascu  on  age,  discount  rate, 
and  inclusion  or  exclusion  of  one  percent  real  wage 
growth . 

• TYPICAL  produces  lump  sum  payments,  cash  flows,  and 
differences  for  individuals  in  the  upper,  middle,  and 
lower  third  of  the  Army  FY  77  retiree  accession  cohort. 
The  program  computes  cost  data  under 

the  present  or  the  KCSS  proposal  based  on  active 
duty  assumptions  of  120  day,  P year,  U year  and  normal 
recent  historical  annual  rates.  Tne  program  is  adjust- 
able for  any  individual  case. 
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ft  SVC  produces  a comprehensive  analysis  of  the  Army  vali- 
dated retiree  sample.  REPORT  and  REP0RT2  produce  the 
output  frail  SVC.  Output  includes:  ^distribution  of  re- 
tirees by  grade,  frequency  (of  active  duty  greater  than 
29  days  per  year)  in  years  (prior  to  19^9) : and  (after 
19^9) > active  duty  points  by  grade,  inactive  duty  points 
lost  by  grade,  total  points  by  grade,  inactive  duty  points 
by  grade,  and  creditable  YOS  by  grade. 

DESCRIPTION 
OF  THE  DATA  RASE 

There  are  two  samples  (one  Army  and  one  Air  Force)  which  represent 
the  FY  77  retirement  cohort.  Because  the  information  is  personal 
in  nature,  the  published  data  have  been  "sanitized"  to  remove 
personal  identification  and  therefore  include  only  as  much  data 
as  are  necessary  to  support  completed  analyses.  The  complete  data, 
to  include  the  total  population  and  all  data  transcripts,  are 
available  from  the  ODASD  (RA). 

Data  Samples 

• Army  sample.  The  RCPAC  file  is  listed  in  SSAN  sequence. 
Based  on  a sample  size  considered  adequate  for  analysis 
at  the  off icer/warrant  officer/enlisted  subpopulation 
levels,  a sample  size  was  chosen  so  that  the  records  ex- 
tracted totaled  at  least  twice  the  square  root  of  the 
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officer,  warrant  officer,  or  enlisted  population  sizes. 

The  population  grade  was  based  on  reserve  grade-held 
(which  was  not  necessarily  the  retirement  grade).  RCSS 
regrouped  grade-held  records  to  reflect  retirement  grade 
samples.  All  the  RCPAC  validated  records  were  sent. 

From  the  fragmentary  evidence  available  on  the  unvalidated 
records  the  middle  third  in  terms  of  apparent  points 
earned  were  individually  researched.  The  Army  unvali- 
dated sample  was  verified  against  the  validated  sample 
for  two  grades  and  was  sufficiently  close  not  to  require 
a ldi tiona 1 ana lysi s. 

• Air  Force  sample.  The  Air  Force  provided  two  inputs 
on  the  same  individuals.  Based  on  the  sample  size  con- 
sidered adequate  for  analysis  at  the  FY  77  Air  Force 
cohort  population  level,  RCRP  selected  a random  record 
sequence  from  the  population  file. 

Data  Groupings 

t Five  Year  Extracts  By  drade 

For  calendar  years  W71  - l1-)?1"’  from  the  validated 
Army  data  base,  the  points  accrued  by  category  (in- 
active duty,  correspondence,  or  active  duty)  for 
each  individual  of  the  same  grade  were  grouped 
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to  determine  a centralized  measure  of  points 
earned  by  category  and  grade. 

- There  is  an  inherent  data  inaccuracy  in  that  the 
line  entries  in  the  RCPAC  file  capture  a given 
calendar  year  but  the  month  varies  by  individual. 

A particular  line  entry  is  generally  12  months  long 
but  it  can  vary  from  about  9 "to  15  months, 
c Five  Year  Averages  by  Grade 

The  his.oricai.  average  annual  point  accumulation  rate 
by  category  (inactive  duty,  correspondence,  or  active 
duty)  and  grade  were  computed  from  Lhe  five  year  ex- 
tracts by  grade. 

- The  calculations  to  average  historical  point  accumu- 
lation rates  by  grade  and  category  were  adjusted  for 
inactive  personnel  by  eliminating  inactive  years. 

Retirement.  Point  Distributions 

The  point  distributions  were  calculated  from  the  entire  vali- 
dated Army  data  base.  The  mechanics  of  the  calculations  and  re- 
ports are  embedded  in  the  programs  OVC,  REPORT,  and  REPORT.'. 

The  categorization  of  individuals  as  Reserve  or  Guard  is  somewhat 
arbitrary  in  that  meny  individuals  can  cross  into  either  category 
several  times  during  the  same  career.  The  categorization  was 
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based  on  the  predominant  component  in  the  latter  stages  of  the 
individual's  career. 

Guard/Reserve  personnel  can  earn  only  up  to  60  points  per  year 
for  inactive  duty,  correspondence,  and  membership.  Since  RCSS 
was  considering  the  elimination  of  correspondence  points  as 
part  of  a new  point  accrual  method,  RCSS  assigned  the  60  point 
"cap"  in  the  following  priority: 

• membership  15  points; 

• inactive  duty  up  to  45  points; 

• correspondence  up  to  45  points,  less  active  duty  points. 

The  types  of  point  distributions  are: 

c the  numbers  of  individuals  by  grade  and  component.  Per- 
centage of  individuals  of  a certain  grade  by  officer  or 
enlisted  and  by  component; 

o the  numbers  of  individuals  by  multiples  of  250  active 
duty  points  by  grade  and  component; 
c the  numbers  of  individuals  by  multiples  of  20  inactive 
duty  points  lost  by  grade  and  component; 
c the  numbers  of  individuals  by  multiples  of  20  correspon- 
dence points  lost  by  grade  and  component; 
o the  numbers  of  individuals  by  multiples  of  350  total 
points  accrued  by  grade  and  component; 
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• the  numbers  of  individuals  by  multiples  of  360  creditable 
points  accrued  by  grade  and  component; 

• the  numbers  of  individuals  by  creditable  service  years 
by  grade  and  component. 

Three  types  of  values  were  extracted  from  the  validated  Army  data 
base  and  used  in  COST  or  TYPICAL: 

• Total  Points  in  YOS  Equivalents 

- Total  points  are  the  total  creditable  points  accrued 
by  the  individual  as  of  retirement.  The  values  for 
20,  25,  30  YOS  are  used  in  COST.  The  values  for 
the  upper,  middle,  and  lower  third  retiring  medians 
by  officer  or  enlisted  are  used  in  TYPICAL.  Actual 
points  divided  by  3&0  are  YOS  Equivalents. 

- Total  points  are  sensitive  to  mobilizations  and  active 
duty  in  peacetime. 

• P int  accrual  rates 

- Point  accrual  rates  are  the  1971  - 1975  historical 
point  accrual  rates  under  the  present  system  and  under 
the  RCSS  proposal.  Point  accrual  rates  are  used  in 
COST. 
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• Point/YOS/Age  Distributions 


COST  assumes  enlisted  retilrees  are  two  years  younger 
than  officer  retirees  with  the  same  number  of  YOS. 
This  assumption  should  be  updated  as  follows: 


20 

YOS 

same  age 

25 

YOS 

enlisted 

is  one  year 

older 

30 

YOS 

enlisted 

is  one  year 

older 

- TYPICAL  uses  the  upper,  middle,  and  lower  third  YOS/ 
Age  distributions  as  they  exist  in  tne  FY  77  sample. 

This  description  does  not  detail  the  technical  analyses  performed 
and  was  not  intended  to  supply  more  than  a summary  of  certain 
economic,  actuarial,  and  programming  techniques  used  in  the 
analysis  and  development  of  the  lump  sum  option.  The  conclusions 
derived  from  the  modeling  efforts  are  described  in  Chapter  VI, 
RCSS  report. 
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RCSS 

Background  Paper 
May  1978 


MEDICAL  BENEFITS  FOR  RESERVISTS  AND  THEIR  DEPENDENTS 


Legislative  Authority; 


10  USCs  3687,  3721  (1976  ed.)  for  USAR  and  USANG 
10  USCs  6l48  (1976  ed.)  for  USNR  and  USMCR 
10  USCs  8687,  8721  (1976  ed.)  for  USAFR  and  ANG 
14  USCs  755  (1976  ed.)  for  USCGR 
32  USCs  318  (1976  ed.)  for  the  National  Guard 
38  USCs  874  (1976  ed.)  for  Veterans 


Purpose:  To  set  forth  the  legislative  intent  in  providing  medical 
benefits  for  reservists  and  their  dependents. 


Background:  This  paper  contains  four  parts: 


• 

I 

- coverage  for 

Coast  Guard; 

• 

II 

- coverage  for 

• 

III 

- coverage  for 

• 

IV 

- interservice 

PART  I - 

COVERAGE  FOR  RE! 

Medical  benefits  for  reservists  had  been  received  without  the  support 
of  specific  legislation.  Certainly,  the  minutemen  at  Lexington  and 
other  volunteers  at  Bunker  Hill  had  their  wounds  tended  to.  An  lfi02 
statute  appears  to  be  the  earliest  mention  of  wounds;  however,  it 
does  not  deal  with  treatment  or  hospitalization  but  rather  with 
disability: 

...if  (any  person)  in  the  corps  compos- 
ing the  peace  establishment  shall  be 


.H 


1 


disabled  by  wounds  or  otherwise,  while 
in  the  line  of  duty  in  public  service, 

. . . shall. . .receive  an  allowance  propor- 
tionate to  the  highest  disability....! 


The  first  legislation  granting  medical  benefits  to  oiu  reserve 
forces  (or  at  least  their  predecessor  organizations)  came  in 
1836  with  the  statement  that: 


...the  volunteer  or  militia,... 
(suprsssing)  Indian  depredations  in 
Florida,  shall  be  entitled  to  all  the 
benefits  which  are  conferred  on  per- 
sons wounded  or  otherwise  disabled  in 
the  service  of  the  United  State s.^ 


Certainly,  the  volunteers  in  the  Civil  War  received  no 
different  medical  treatment  (howsoever  unsophisticated)  than 
that  received  by  their  regular  counterparts.  At  least,  that 
is  an  assumption  that  can  be  derived  from  the  intent  of  later 
language: 

. . .any. . .person,. . .since  the  fourth 

day  of  March,  eighteen  hundred  and 

sixty -one , . . .disabled  by  any  wound 

received  or  disease  contracted  while 

in  the  service... and  in  the  line  of 

duty. . .entitled  to  receive. . .such 

pension... as  is. . .provided. .. .^(Emphasis  aided) 


That  act  was  supplemented  in  an  l8b^  statute  even  though 


there  was  no  explicit  reference  to  medical  or  hospital!. :a. 


tion  coverage. 


...those  persons,  not  enlisted  soldiers 
in  the  army,  who  volunteered  for  the  time 
being  to  serve  with  any  regularly  organized 
military  or  naval  force  of  the  United  States... 
if  they  have  become  disabled  in  consequence 
of  wounds  received  in  battle,  in  such  temporary 
service,  be  entitled  to  the  same  benefits  of 
the  pension  laws  as  those  who  have  been 
regularly  mustered  into  the  United  States 
service.. . 
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all  enlisted  soldiers... 

...disabled  in  the  service 
...shall  be  entitled  to  the  same  benefits  of 
of  the  pension  laws  as  those  who  have  been 
regularly  mustered...  4 

* 

The  comparability  of  benefits  for  reserves  and  regulars  was 

reaffirmed  at  the  time  of  the  Spanish  American  War  even 

though  there  was  no  mention  of'medical  care  per  se: 

...all  officers  and  enlisted  men 
of  the  Volunteer  Army,  and  of  the 
militia  of  the  States  when  in  the  service 
of  the  United  States,  shall  be  in  all 
respects  on  the  same  footing  as  to  pay 
allowances,  and  pens ions... as... 

Regular  Army. . .5 

It  was  not  until  1903  that  the  law  again  specified  medical 

coverage  for  reservists: 

...when  any  (person)  of  the  militia 
is  disabled  by  reason  of  wounds  or 
disabilities  received  or  incurred  in 
the  service  of  the  United  States  he 
shall  be  entitled  to  all  the  benefits 
of  the  pension  laws....® 


Attention  must  be  given  to  certain  general  words  and  phrases 
that  would  have  to  be  defined  in  order  to  determine  whether 
individuals  should  or  should  not  receive  them.  For  example, 
in  the  quotes  above,  "wounds"  are  explicitly  taken  care  of,  but 
the  words  "or  disabilities"  leaves  the  door  open  for  eligibility 
for  non-wounds  - without  specifying  "other  injuries."  The 
expression,  "disease  contracted  while  in  the  service,"  is  an  impor- 
tant one  as  is  "in  the  line  of  duty."  Refinements  cropped  up  shorfy 
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as  in  the  Army  appropriation  act  of  1909  required  that  wounds  or 
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disease  could  "not  (be)  the  result  of  his  own  misconduct." 
This  was  copied  by  the  Navy  in  1912®  and  was  not  repealed 
until  1956.9  The  problems  of  definition,  as  the  reader  will 
laboriously  begin  to  appreciate,  extend  not  only  to  scope 
of  medical  coverage,  but  for  reservists  and  guardsmen, 
when  the  coverage  is  applicable,  and  how  and  when  it  may 
include  dependents. 

The  birth  of  military  aviation  brought  along  with  it  the 

belief  that  the  fledglings  should  not  only  receive  an 

increase  in  rank  and  basic  pay,  but  also  special  benefits. 

...the  widow  of... any  (Army)  officer 
or  enlisted  man  who  shall  die  as  a 
result  of  an  aviation  accident  not 
the  result  of  his  own  misconduct, 

(shall  receive)  an  amount  equal  to 
one  year's  pay.... 10 

Tiiis  payment  for  an  aviation  accident  was  in  lieu  of  the  six 
months'  pay  death  gratuity  applicable  to  non-aviation  deaths. 

Although  the  Army  has  historically  led  the  way  with  proposals 

for  medical  coverage,  in  this  case,  Navy  provided  the  same 

"one  year's  pay"  but  made  it  available  for  "wounds  or 

disease  ....received  while  engaged  in  actual  flying  or  in 

handling  aircraft..."  Furthermore,  the  Navy  specified: 

...In  all  cases  where  (a  man)  is 
disabled  by  reason  of  any  injury 
received  or  disease  contracted 
in  line  of  duty,  flying  in  or  in 
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handling  aircraft,  the  amount  of 
pension  shall  be  double  that 
authorized  (in  non -aviation). . . 1 

It  took  the  Army  13  years  (1929)  to  get  the  same  double 

12 

pension  for  disabilities  from  aviation. 


As  the  rest  of  the  world  became  embroiled  in  World  War  I, 

the  United  States  legislature  passed  the  National  Defense  Act 

of  1916  which  established  the  Officers'  Reserve  Corps  and  the 

Enlisted  Reserve  Corps.  Such  officers 

...shall  not  be  entitled  to  retirement 
or  retired  pay  and  shall  be  entitled 
to  pension  only  for  disability  incurred 
in  the  line  of  duty  and  while  in  active 
service....  13 


The  similar  provision  for  enlisted  reserves  said 

. . .nor  shall  they  be  entitled  to 
pensions  except  for  physical  dis- 
ability incurred  in  the  line  of 
duty  while  in  active  service  or 
while  traveling  under  orders  of 
competent  authority  to  or  from 
designated  places  of  duty. ...I** 
(Emphasis  added) 


Later  the  same  year,  the  Navy  Appropriation  Act  funded  the 

Naval  Reserve  Force  and  the  Marine  Corps  Reserve.  It  reaffirmed 

thai  when  such  reservists  were 

actively  employed  (they  were) 
entitled  to  the  same  pay,  allowances, 
gratuities,  and  other  emoluments. . . 
but  when  not  actively  employed  (were 

not....1^ 
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The  Act  continued  to  provide  for  the  Naval  Militia  and  the 

National  Naval  Volunteers  (both  officer  and  enlisted)  and 

restated  that  when  they  were 

...disabled  by  reasons  of  wounds 
or  disabilities  received  in  the 
active  service  when  called  to 
duty  (they  were)  entitled  to  all 
the  benefits  of  the  pension  laws  ^ 

existing  (for  Navy  or  Marine  Corps).... 


In  the  post-war  period  there  was  not  any  pertinent  legislative 

activity  until  1923  when  an  act  was  passed  to  extend  medical 

coverage  to  the  National  Guard  and  to  the  Army  Reserves. 

...that  officers,  warrant  officers, 
and  enlisted  men  of  the  National  Guard 
injured  in  line  of  duty  while  at 
encampments,  maneuvers,  or  other  exercises, 
or  at  service  schools,.. .members  of 
Officers'  Reserve  Corps  and  of  the 
Enlisted  Reserve  Corps  Df  the  Army... 
members  of  the  Reserve  Officers' 

Training  Corps ...  shall  be  entitled. . . 
to  medical  and  hospital  treatment  at 
Government  expense  until  they  are  fit 
for  transportation  to  their  homes  and 
upon  termination  of  buch  medical  and 
hospital  treatment  shall  be  entitled 
to  transportation  to  their  homes  at 
Government  expense... those  in  hospital... 
while  not  in  receipt  of  pay... shall  be 
entitled  to  subsistence  at  Government 
expense...  ? (Emphasis  added) 


6 


The  following  year,  an  amendment  assured  "a  continuation  of 

the  pay  and  allowances,.. until  they  are  fit  fipr  transportation 
18 

to  their  homes..."  (Emphasis  added)  In  1928,  a further 
amendment  stipulated  that  National  Guardsmen". . .shall  also 
be  entitled  to  such  further  medical  treatment  for  such  injury 
or  disease. . .after  arrival  at  their  homes... ^ (Emphasis  added) 


The  special  provisions  for  those  injured  in  aviation- 

connected  incidents  were  further  expanded  in  19?-4  as  follows: 

...  those  injured  while  voluntarily 
participating  in  aerial  flights 
in  Government -owned  aircraft. . . 
incident  to  their  military 
training... entitled... to  the 
same  medical  and  hospital  treat- 
ment at  Government  expense,  pay 
and  allowances,  and  transportation 
to  their  homes,  as  if  such  injury 
had  occurred  while  on  active  duty 
under  prqper  orders.  Any  person... 
disabled  for  more  than  six  months, 
shall  ...be  entitled  to  medical 
and  hospital  treatment  and  to 
subsistence  at  Government  expense... 
but. . .not. . .to  other  compensatio 20 

That  1924  amendment  introduced  a six-month  limitation  on  the 

continuation  of  pay. 


ROTC  members  were  also  authorized  transportation  home  "when 
fit  to  travel",  after  being  "injured  in  line  of  duty  while 
at  camps  of  instruction."^- 
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II 


StrargeJy  enough,  the  Navy  aeemed  to  back-track  on  Its 

coverage  for  reservists, in  19S‘>,by  arranging  to  have  them 

covered  by  an  earlier  statute  that  initially  applied  only 

to  civilian  employees  of  the  Federal  (iovernment . 

...that  if  in  time  of  peace  any 
officer  or  enlisted  man  of  the 
Naval  Reserve  is  physically  injured 
in  the  line  of  duty  while  performing 
active  duty,  authorized  training  duty 
with  or  without  pay,  or  when  employed 
in  authorized  travel  to  and  from  such 
duty,  or  disabled  as  the  result  of 
such  physical  injury,  he  or  his  benefi- 
ciary shall  be  entitled  to  all  the 
benefits  prescribed  by  law  for  civil 
employees  of  the  United  States  who  are 
piiysicaliy  injured  in  the  line  of  duty 
or  who  die  as  a result  thereof,  and 
the  United  States  Employees'  Compensation 
Commission  shall  have  Jurisdiction  in 
such  cases... in  no  case  shall  sickness 

9X  reftajd ed,  a 2..  an  Injury - 

(Emphasis  added) 

The  Employees'  Compensation  Commission  had  been  established 

in  L9U>  to  handle  claims  of  civil  employees  of  the  United 

C.tates  and  the  1'anama  Railroad  Company  who  were  Injured. 

...the  United  Utates  shall  pay 
compensat ion . , . for  the  di sabi li ty 
or  death  of  an  employee  resulting 
from  a personal  injury  sustained 
while  in  the  performance  of  his 
duty. . .durijig  the  first  tliree  days 
of  di sab i li ty ; . . .not  entitled  to 
compensation. . . «■  3 
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If  partially  disabled  the  individual  was  to  receive  66  and 
2/3  percent  of  the  difference  between  his  monthly  pay  and 
his  monthly  "wage-earning  capacity".  If  totally  disabled 
the  payment  would  be  66  and  2/3  percent  of  monthly  pay.  In 
any  event,  the  monthly  compensation  for  total  disability  was 
not  to  exceed  $66,67  or  be  less  than  $33*33.  Privates  had 
a monthly  salary  of  $21  and  second  lieutenants  were  making 
$125  in  1925. 

As  the  reader  will  see,  this  ambivalence  with  regard  to 
reserve  coverage  will  continue  in  the  legislation  for  many 
years  - often  allowing  the  reservist  the  option  of  which 
coverage  he  wanted.  There  is  little  wonder  there  has  been 

continuing  oonfusion  on  entitlements  through  decades. 

Another  1925  act  was  significant  for  its  first  mention  of 

% 

dental  benefits,  reimbursement  of  emergency  treatment,  and 

'h 

hospitalization  in  other  than  Government  hospitals. 

That  last  point  wa«  picked  up  and  expanded  upon  in  a 1929  act: 

patients  on  the  active  or  retired 
list  and  members  of  Naval  Reserve 
or  Marine  Corps  Reserve  entitled 
to  treatment  in  Naval  Hospitals 
(may  be  treated)  in  other  Government 
hospitals  when  appropriate  naval  hospitals 
are  not  available  and... other  hospitals 
consent...  ’ 
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An  early  mention  of  the  Veterans  Administration's  predecessor 

organization  appeared  in  a 1928  statute  applicable  to  reserves: 

all. .. officers... other  than... 

Regular  Army,  Navy  or  Marine  Corps 
who... incurred  physical  disability 
in  line  of  duty,  and  who  have  been, 

...rated  at  not  less  than  30  per 
centum  permanent  disability  by  the 
United  States  Veterans'  Bureau  for 
disability  resulting  directly  from 
such  war  service... shall  be  entitled 
to  the  same  privileges. . .for  officers 
of  the  Regular. . .who  have  been  retired 
for  physical  disability. . .and  shall  be 
entitled  to  all  hospitalization 
privileges  and  medical  treatment  as 
...authorized  by  the  United  States 
Veterans'  Bureau....2® 

The  expanding  role  of  the  Veterans'  Bureau  is  a subject  for 
this  legislative  history. 


i 

i 

i 

I 

1 

I 


In  1935,  legislation  was  passed  to  enable  recruitment  of  a 

new  category  of  military  personnel  in  the  Naval  and  Marine 

Corps  Reserve  called  aviation  cadets.  Since  many  of  these 

cadets  were  to  be  minors,  a whole  panoply  of  special 

benefits  were  set  forth  in  the  statute. 

...when  aviation  cadets  contract 
sickness  or  disease  or  suffer 
Injury  in  line  of  duty  while  per- 
forming active  duty,  they  may,  in 
the  discretion  of  the  Secretary  of 
the  Navy,  be  retained  on  such 
active-duty  status  beyond  the 
specified  date  of  termination 
thereof.27 


Another  important  piece  of  legislation  that  year  had  as  its 
expressed  purpose  to  provide  for  "the  care  and  treatment  of 
members  of  the  National  Guard,  Organized  Reserves,  ROTC... 


who  were  to  be: 
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...entitled  to  hospitalization 
at  Government  expense  - but  not 

asES-Maa  iSLsmsBS^s.  sl.9ix 
months  after  the  termination  of 
the  prescribed  tour  of  active 
duty  or  training... 

...vmen  not  entitled  to  pay  en- 
titled to  subsistence... 

...men  of  the  National  Guard  who 
suffer  personal  injury  (as  distin- 
guished from  disease)  in  line  of 
duty  when  participating  in  aerial 
flights... be  entitled  to  same 
hospitalization. ..as  if  at 
encampments....^®  (Emphasis  added) 


In  1937,  persons  were  given  the  option  of  selecting  which 

benefit  they  Vould  claim. 

. ..disability  ;..”T  from  personal 
injury  or  disease  contracted  in 
the  line  of  duty. . .service. . .by 
a Reserve  officer  or  member  of 
the  ‘'nlisted  Reserves  of  the 
United  Statu.,  Army,  Navy,  or 
Marine  Corps,  shall  be  considered 
as  active  service, , .pension 

Where  a person... is  eligible... 
for  benefits  of  Employee's 
Compensation  Act,  he  shall 
clast  uliisU.foncf.it.  he  aboil 

receive ....  (Emphasis  added) 


The  Navy  thought  it  useful  to  clarify  the  option  in  the 

Naval  Reserve  Act  of  193®. 

...he  shall  elect  which  benefit 
he  shall  receive,  and  for  the 
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• purpose  of  this... Act  all  members 
of  the  Naval  Reserve  shal^  be 
considered  as  performing  active 
military  or  naval  service  while 
performing  active  duty  with  or 
without  pay,  training  duty  with 
or  without  pay,  drills,  equivalent 
instruction  or  duty,  appropriate 
duty,  or  other  prescribed  duty, 

ar  gfails  asrlaiaiaa  fta&ggiggfl 

travel  to  or  from  such  duties. . . 
Reservists  so  physically  injured 
while... in  a nunpav  status  will 
be  held  and  considered  as  receiving 
pav  and  allowances  they  would  have 
received  if  in  a pay  status. . . . 


The  1938  Act  also  entitled  for  the  first  time 

. . .Naval  Reservists  who  become 
ill  or  contract  disease  in  line 
of  duty... shall  be  entitled,  at 
novernment  expense , to  such 
medical,  hospital,  or  other 
treatment  as  is  necessary  for 
the  appropriate  treatment  of 
such  illness  or  disease  until 
the  disabilities  resulting... 
cannot  be  materially  Improved 
by  hoopitilization  or  treatment, 
and  to  the  necessary  transpor- 
tation and  subsistence. . .and 
return  to  their  homes.... 

...no  treatment  or  hospitilization 

for  such  illness  or  disease  shall 

be  continued  for  more  than  ten 

weeks  following  discharge  from 

active  or  training  duty  except  on 

the  approved  recommendation  of  a 

board  of  medical  survey....-^  (Emphasis  added) 
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Lengthy  debates  in  the  House  during  February  and  March  of 
1939  dealt  with  the  National  Defense  Act  of  1939*  What 
was  surprising  was  the  amount  of  time  devoted  and  heat  generated 
by  discussions  on  legislating  comparability  of  coverage  for 
reserves  for  disability  (or  death)  from  injury  or  disease  while 
on  active  service.  (It  was  here  the  new  threshold  of  thirty 
days  of  active  duty  was  established  as  the  point  where  com- 
parability would  begin.  (No  statutes  could  be  found  that  set 
forth  the  then-existing  threshold.  However,  a typewritten 
summary  dated  23  September  1999  found  in  the  legislative  History 
of  the  Dependents'  Medical  Care  Act  of  19‘>b  indicated,  without 
authoritative  reference,  that  the  period  was  90  days.) 

* 

Revealing  excerpts  Congressional  Record  follow: 


Mr.  MAY.  In  my  Jud&ncnt,  there  is  no  sentiment 
against  treating  Reserve  officers  with  the 
same  justice  no  Regular  officers;  and  I am 
sure  every  Member  of  the  House  Committee 
will  see  that  a fair  hearing  Is  hAd  .... 

Mr.  KDMISTON.  The  bill  . . . . is  going  to 
take  care  of  these  men  that  are  cracked  up 
when  in  training,  these  4,300  officers  of 
the  Reserve  Corps  and  National  Guard,  H.  R. 
3220,  is  a lot  of  bunk 


It  puts  an  Army  officer  who  is  Injured  under 
the  benefits  of  the  United  States  Employees' 
Compensation  Commission,  and  if  any  of  you 
have  ever  had  a constituent  injured  on  a 
Federal  project  and  got  over  15  cents  out  of 
that  outfit,  I would  like  to  see  the  record. 

The  chairman  of  tne  Committee  on  Military 
Affairs  says  this  will  apply  to  the  Marine 
Corps  and  Navy.  The  Marine  Corps  and  Navy 
already  have  the  benefit.  Why  take  the 
tiiree  main  branches  of  our  national  defense 
and  treat  two  of  them  in  one  manner  and  tie 
Array  in  another?  .... 

Mr.  MAY.  How  is  he  going  to  find  out 
whether  it  is  bunk  or  not  until  we  hold 
hearings  on  it? 

Mr.  EDMISTON.  I say  when  any  Army  officer 
or  enlisted  man  of  the  United  StateB  is 
injured  in  line  of  duty,  or  in  the  service 
of  hi-j  country,  he  should  not  have  to  look 
to  the  United  States  Employees'  Compensation 
Commission  for  compensation  for  his  injury. 
You  are  putting  him  alongside  of  the  fellow 
who  gets  hit  in  the  foot  with  a pick  on  a 
W.  P.  A.  ditch  .... 

Do  you  know  what  their  beneficiaries  woftld 
get  under  existing  law?  The  most  they  could 
get  5 f the  officer  is  killed  would  be  $45  a 
month.,  and  the  most  a widow  may  get  would  be 
$28  per  month. 


Let  us  consider  two  officers,  one  a Regular 
Array  officer  and  one  a Reserve  officer  in 
the  same  plane,  on  the  same  mission  and 
under  the  same  orders.  The  plane  cracks  up 
and  both  of  them  are  injured  to  the  same 
degree.  The  Regular  Array  officer  is  retired 
for  life  on  two-thirds  of  the  pay  of  one 
grade  in  advance  and  the  fellow  officer  in 
the  Reserve  or  in  the  National  Guard  flying 
with  him  gets  what  he  can  out  of  the 
Veterans'  Administration  .... 
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Mr.  HARTER.  As  I understand  the  import  of 
the  gentleman* 8 proposition  it  is  to  place  a 
Reserve  officer  who  is  called  into  extended 
active  duty  in  the  Air  Corps  on  the  same 
basis  of  retirement  pay  that  a Regular  Army 
officer  draws  in  case  of  injury? 

Mr.  EDMISTON.  That  is  exactly  correct.  The 
Army  is  the  only  branch  of  our  national 
defense  tliat  does  not  now  enjoy  this  pri- 
vilege, and  the  War  Department  can  give  you 
no  argument  against  this  thing.  The  thing 
they  are  afraid  of,  and  I want  you  to  know 
this,  is  the  cost.  They  aay  it  wil}.  cost 
$500,000  the  first  year.  It  will  not  cost 
them  a nickel  if  they  do  not  crack  up  the 
boy 8 or  kill  them. 


Mr.  CASE  of  South  Dakota.  Why  should  you 
discriminate  between  the  Reserve  officer  and 
the  Regular  officer  who  might  happen  to  be 
injured  or  killed  in  the  same  ship  or  under 
the  same  circumstances? 

Mr.  THOMASON.  I do  not  draw  that  line. 

That  is  not  the  issue  involved  here.  I 
believe  the  record  will  show  tiiat  the 
Reserve  officers  do  not  have  a better  friend 
than  I. 

Mrs.  ROGERS  of  Massachusetts.  Mr.  Chairman, 
will  the  gentlemen  yield? 


Mr.  THOMASON.  I yield  to  the 
from  Massachusetts. 


gentlewoman 


Mrs.  ROGERS  of  Massachusetts.  Does  not  the 
gentleman  believe  the  Reserve  officers 
should  be  given  added  protection?  The 
Regular  Army  officers  are  in  training  every  • 
day,  all  their  lives,  while  the  Reserve 
officers  do  not  have  that  opportunity  of 
training  to  protect  themselves . 

Mr.  'WCMASON.  I agree  with  you  and  I favor 
legislation  on  the  subject,  but  I believe  it 
ought  to  be  seasoned  legislation.  Cer- 
tainly, hearings  ought  to  be  had,  including 
all  interested  parties,  the  Reserve  Offi- 
ce! s'  Association,  the  National  Guard,  the 
Vetirans'  Administration,  and  the  War 
Department,  to  the  end  tlat  a bill  may  be 
worked  out  that  will  be  fair  not  only  to  the 
officers  who  may  be  injured  or  killed  in 


Mr.  EDMI6T0N.  I will  explain  the  30-day 
provision.  That  was  to  take  out  the  Reserve 
officer  who  is  called  int&  the  service  for  a 
2 weeks ' training  period.  This  does  not 
apply  to  him,  but  when  they  call  upon  him 
for  extended  duty  of  30  days  or  longer,  he 
goes  in  on  the  same  basis  as  a Regular  Army 
officer.  33 


Mr.  BAHKIEY.  Let  me  ask  a question. 
Originally  a man  had  to  be  in  service  $0 
days  before  he  became  entitled  to  a pension 
or  compensation? 

Mr.  LOGAN.  Yes. 

Mr.  BARKLEY.  That  period  was  reduced  to  75 
days,  and  I think  that  is  now  the  law.  If 
the  period  has  been  reduced  below  tliat 
number  of  days,  I do  not  know  it.  Does  this 
language  mean  that  these  men  would  be  enti- 
tled to  these  privileges  after  30  days'  ser- 
vice in  the  Army? 
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Mr.  LOGAN.  Oh,  no! 

Mr.  BARKLEY . Does  it  change  the  75“day  period? 

Mr.  IOGAN.  What  the  provision  was  largely 
intended  for,  as  I understood,  was  this: 
the  National  Guard  is  called  into  active 
military  service  once  a year,  usually  for 
only  15  days;  but  when  its  officers  are 
called  into  active  military  service  at  the 
camps,  and  serve  there  for  as  much  as  30 
days,  and  receive  injuries,  they  are  enti- 
tled to  Just  the  same  privileges  to  which 
Regular  Army  officers  are  entitled. 

That  is  about  the  only  thing  the  provision 
does.  Under  the  present  law  National  Guard 
officers  are  not  30  entitled,  and  they  do 
have  injuries  and  deaths,  for  which  they  or 
their  dependents  receive  nothing.  This  pro- 
vision was  intended  largely  to  take  care  of 
Reserve  officers  who  are  called  into  active 
military  service  and  serve  for  30  days  in  one 
•period,  or  officers  of  the  National  Guard  when 
called  into  the  active  military  service.  There 
is  no  provision  now  by  which  officers  who  are 
called  fob  temporary  service  may  re  'eive  any- 
thing in  case  of  injury . 

Mr.  RARJOETY.  In  the  case  of  a war  in  which 
the  Array  is  engaged  in  military  activities 
on  the  battlefield  or  in  training,  is  it  the 
law  that  members  of  the  National  Guard  of 
the  various  States  drawn  into  the  United 
States  Army’  and  becoming  a part  of  it  are 
not  now  entitled  or  would  not  be  entitled  to 
compensation  in  case  of  injury  in  battle,  or 
their  dependents  to  compensation  incase  of 
death  in  active  military  service  in  a war? 

That  is  not  now  the  law,  as  I understand  . . 

Mr.  LOGAN.  I am  not  so  sure  about  tliat.  1 
cannot  answer  that  question. 

Mr.  BARKIEY.  Of  course,  as  v?  knew,  all  the 
National  Guard  contingents  in  the  country 
were  drawn  Into  the  United  States  Army 
during  the  World  War  .... 


Mr.  GEORGE.  The  whole  point  of  this  contro- 
versy is  the  same  point  that  arose  when  the 
Senate  some  years  ago  established  once  arid 
for  all,  I hope,  the  public  policy  of 
regarding  our  emergency  officers  as  regular 
officers  of  the  Army  if  in  actual  duty,  and 
in  line  of  duty,  they  suffered  a disability 
which  entitled  them  to  retirement  benefits. 
That,  Mr.  President,  as  I understand,  is  the 
purport  of  this  amendment  and  is  substanti- 
ally the  whole  effect  of  the  amendment  . . . 

Mr.  BARKLEY.  If  such  men  are  entitled  to 
longevity,  for  instance,  because  of  being  in 
the  service  for  more  than  30  days,  or  if 
they  are  entitled  to  compensation  for  the 
loss  of  a limb  in  some  military  activity  in 
these  training  camps  or  maneuvers  after  30 
days,  would  there  really  be  any  equity  in 
denying  compensation  to  a man  similarly 
injured  who  had  been  there  only  2 weeks  and 
was  injured  under  the  same  circumstances? 

. . . . 35 


Mr.  CLARK.  ....  I stated  it  was  the  same 
old  dispute,  that  there  vat  no  dispute 
between  the  Senate  and  the  House,  but  that 
the  War  Department  is  objecting  to  putting 
emergency  officers,  or  temporary  officers, 
or  i,  serve  officers,  or  National  Ckiard  offi- 
cers, whatever  they  may  be  called,  on  the 
same  footing  with  officers  of  the  Regular 
Establishment  when  they  suffer  similar 
injuries.  I would  venture  the  statement  on 
my  own  responsibility  ttiat  if  the  whole 
charge  on  the  Government  by  this  amendment 
were  transferred  from  the  War  Department 
appropriations  to  the  Veterans'  Bureau,  the 
War  Department  would  not  be  in  nearly  such 
great  opposition.  What  I said  was  that  it 
was  a dilute,  not  between  the  Senate  and 
the  Hot  , but  between  both  the  Senate  and 
the  House  and  the  War  Department. 


Mr.  BARKLEY.  I understand  that,  but  I 
thought  the  Senator  said  that  if  the  admin- 
istration of  the  amendment  were  changed  from 
the  War  Department  to  the  Veterans'  Bureau, 
the  War  Department  would  withdraw  its 
opposition. 

Mr.  CLARK  of  Missouri.  That  was  merely  an 
observation. 

Mr.  BARKLEY.  I do  not  know  whether  or  not 
the  Senator  was  speaking  by  the  ca:d,  but  if 
that  be  true,  and  Congress  desires  to  adopt 
this  as  a policy  for  the  future,  what  objec- 
tion would  there  be  to  transferring  the 
edministration  of  the  provision  to  the 
Veterans'  Administration?  The  Veterans' 

Administration  administers  all  other  pension 
laws.  I am  not  advocating  it,  but  if  that  is 
an  objection  which  would  be  composed  by  the 
transfer,  what  would  be  the  objection  to  the 
transfer?  ^ 

The  resulting  statute  is  particularly  significant  as 
the  first  time  in  which  the  qualifying  period  "in  excess  of  30 
days"  appears  in  the  statutes,  which  is  still  the  cut- 
off period  for  a reservist  on  active  duty  to  receive  the 
same  full  medical  entitlements  for  himself  and  his  dependents  as 
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available  to  his  regular  counterpart.  The  new  statute  provided  that 

...all  officers,  wax  *’ant  officer,  and 
enlisted  men  of  the  Army... other  than 
the  Regular  Army,  if  called  or  ordered 
into  the  active  military  service  in  excess 
of  thirty  days,  and  who  suffer  disability 
or  death  in  line  of  duty  from  disease  or 
injury... shall  be... deemed  to  have  been 
in  the  active  military  service. . .receive 
the  same  pensions,  compensation,  retirement 
pay,  and  hospital  benefits. ..as  Regular 
Army . . . p'  ( Emphas i s added ) 


It  was  some  18  months  later  the  Navy  adopted  almost  identical 
language  to  cover  Navy  and  Marine  Corps  reservists. 
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The  confusion  on  coverage  and  applicability  of  benefits  military/ 
civilian  may  not  have  been  as  great  then  as  it  appears  to  this 
researcher,  but,  President  Roosevelt's  Executive  Order  8099,  in 
1939 » got  the  nine-year  old  Veterans'  Administration  into  the 
act  too.  The  Veterans'  Administration  had  been  established  in 
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1930  by  consolidating  the  United  States  Veterans'  Bureau,  the 
Bureau  of  Pensions,  and  the  National  Home  for  Disabled  Volunteer 
Soldiers  without  any  new  role  being  authorized.  The  Executive 
Order  vested  with  the  VA  the  responsibility  for  administration 
and  payment  of  benefits,  except  hat 


. . .administration  of  the  retirement 
provisions. .. (and)  determination 
whether  disability  exists  and  whether 
such  disability  vus  incurred  in  the 
line  of  duty  shall  be  made  by  the 
Secretary  of  War... in  accordance  with 
the  standards*. .for  Regular  Army 
personnel. . 


Two  acts  were  passed  the  same  day,  the  first  of  which  amended 
the  1930  statute  on  reserve  and  Guard  coverage.  The  act 
directed  the  Secretary  of  War: 


. . .to  require  the  hospitalization 
and  medical  treatment  of  persons  in 
the  active  mill tar  service,  and  to 
incur  obligations  with  respect  thereto, 
without  reference  to  their  line-of- 
duty  status. . .this  Act  shall  not  apply 
to. . .men  who  are  treated  in  private 
hospitals  or  by  civilian  physicians 
while  on  furloughs  or  leaves  of  absence 
in  excess  of  twenty -four  hours... 
(Emphasis  added) 
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The  second  act  extended  the  benefits  of  the  U.S. 

Employees'  Compensation  Act  to  members  of  the  Officers'  Reserve 

Corps  and  Enlisted  Reserve  Corps  of  the  Army. 

...any  member  physically  injured  in 
line  of  duty 

. (l)  while  on  active  duty 

(2)  when  in  authorized  travel  to  and 

from 

(3)  when  in  authorized  training  with- 

out pay*  or  dies  as  a result..." 


...entitled  to  all  the  benefits  pre- 
scribed by  law  for  civil  employees... 
(under)  U.S.  Employees'  Compensation 
Commission.. . 


* ...sickness  or  disease  disability 
or  death  in  line  of  duty  while  on 
active  duty. .7 

...individual  can  elect  compensation 
or  if  eligible.  Those  physically 
injured  - held  and  considered  as 
receiving  pay  and  allowances  41 

Reserve  Officers  eligible  under  the  active  duty  "in  excess  of 
30  days"  provision  of  the  act  passed  three  months  earlier  were  not 
eligible  here,  T 

The  Military  Appropriation  Act  of  194 1*  passed  in  June  19I+C, 
provided  funds 


...for  medical  care  and  treatment 
of  patients,  including  supernumeraries, 
not  otherwise  provided  for,  including 
care  and  subsistence  in  private  hospitals 
of  officers,  enlisted  men,... provided, 
that  this  shall  not  apply  to  officers  and 
enlisted  men  who  are  treated  in  private 
hospitals  or  by  civilian  physicians  while 
on  furloughs  or  leaves  of  absence  in 
excess  of  twenty-four  hours:.... 42 


♦Authorized  training  without  pay  is  defined  as  inactive-status 
training  under  written  authorization  by  competent  military 
authority. 
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A month  later,  another  act  elaborated  upon  the  year- 

earlier  extension  of  benefits  of  the  United  States  Employees' 

v 

Compensation  Act  to  members  of  the  Officers'  Reserve  Corps 

and  the  Enlisted  Reserve  Corps  who  were  physically  injured  in 

line  of  duty  (in  peacetime): 

,..(l)  while  on  active  duty,  or  (2) 
while  engaged  in  authorized  travel  to 
and  from  such  duty,  or  (3)  while 
engaged  in  authorized  training  without 
pay,  or  dies  or  has  died  as  the  result 
of  such  physical  injury. . . . 

...where  such  injury  has  resulted  in 
permanent  partial  or  permanent  total 
disability  he  or  his  beneficiary  shall 
be  entitled  to  all  the  benefits  pre- 
scribed. . .(by)  the  United  States 
Employees ' Compensation  Commission. . . . 

...the  benefits  shall  accrue  to  such 
member,  or  his  beneficiary,  whether  the 
disability  or  death  is  the  result  of 
sickness  or  disease  contracted  in  line 
of  duty  while  on  active  duty  when  such 
sickness  or  disease  is  proximately  caused 
by  service  on  active  duty: 

...authorized  training  without  pay  is 
defined  as  inactive -status  training 
under  written  authorization  by  competent 
military  authority  covering  a specific 
training  assignment  and  prescribing  a 
time  limit: 

Provided  further,  That  for  the  purpose 
of  determining  benefits  to  which 
entitled  under  the  provisions  of 
this  Act  members  of  the  Officers' 

Reserve  Corps  or  of  the  Enlisted 
Reserve  Corps  of  the  Army  physically 
injured  when  engaged  in  authorized 
training  without  pay  will  be  held 
and  considered  as  receiving  the  pay 
and  allowances  they  would  have 
received  if  in  a pay  status: 


...and  any  benefits  payable  shall 
date  only  from  such  approval  and 
the  eight-year  period  of  limitation 
in  section  10-G  of  the  Federal 
Employees'  Compensation  Act  of 
September  7,  1916 » shall  be 
computed  for  purposes  of  this 
Act  from  the  date  of  approval 
thereof. 

Where  injury  or  death  has  been  sus- 
tained by  any  member  of  the  Officers' 

Reserve  Corps  or  Enlisted  Reserve 
Corps  while  performing  authorized 
training  without  pay  upon  inactive 
status  it  shall  be  presumed  that  such 
training  was  being  performed  under 
written  authorization  of  competent 
military  authority  covering  a specific 
training  assignment  and  prescribing  a 
time  limit  and  thus  subject  to  the 
provision  of  this  Act  unless  a duly 
appointed  Examining  Board,  appointed 
at  the  time  of  said  accident,  has 
found  and  reported  to  the  contrary. 

All  claims  for  disability  of  death 
benefits  allowed  under  the  provisions 
of  this  Act  shall  be  made  within  one 
year  from  its  approval  by  the  President.  '-5 

This  Act  was  followed  by  the  Naval  Aviation  Personnel  Act  of 

1940  which  specified  that 

All  (members)  of  the  Naval  or  Marine 
Reserve  who,  if  called  or  ordered  into 
...service  in  excess  of  thirty  days, 
suffer  disability  or  death  in  line  of 
duty  from  disease  or  injury... (are 
entitled  to  receive  the  same  pension, 
compensation , retirement  pay,  and 
hospital  belief  its  as  (persons)  of  the 
Regular  Navy  or  Marine  Corps... *4 

This  gave  equivalent  treatment  as  that,  provided  the  Army  18 

months  earlier.  Two  years  later  it  was  made  effective 

September  8,  l*).W.  **  ’ 


II 


Phe  Selective  Training  and  Service  Act  of  1940  made  clear 

that  full  benefit  eligibility  for  "persons  in  military  service" 

were  applicable  to 

persons  inducted. . .and  all  members 
of  any  reserve  component  of  such 
forces  now  or  hereafter  on  active 
duty  for  a Deriod  of  more  than  one 
month;. . . 


The  Act  of  October  14,  19^0,  reported  the  Act  of  July  15, 
1939: 

...the  Secretary  of  War. . . (may) . . . 
require  the  hospitalization  medical 
and  surgical  treatment  and  domici- 
liary care  so  long  as  any  or  all 
are  necessary  of  persons  in  the  active 
military  service  or  on  active  duty,  or 
in  training  under  provisions  of  Section 
92,  94,  97,  99,  and  113  of  the  National 
Defense  Act  of  June  3,  191o,  as  amended, 
and  to  incur  obligations  with  respect 
thereto,  without  reference  to  their 
line -of -duty  status:  Provided,  That 
tnis  Act  3hall  not  include  tliose  individuals 
who  are  on  armory-drill  status  except 
officers,  warrant  officers,  and  enlisted 
men  of  the  National  Guard  who  suffer 
personal  injury  (as  distinguished  from 
disease)  when  participating  in  aerial 
flights  prescribed  under  the  provisions 
of  Section  92:  And  provided  further, 

That  this  Act  shall  not  apply  to  officers 
and  enlisted  men  who  are  treated  in 
private  hospitals  or  by  civilian  physicians 
while  on  furloughs  or  leaves  of  absence  in 
excess  of  twenty-four  hours. **7 (Emphasis  added) 
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In  September  1941,  as  America’s  involvement  in  the  War 

became  imminent*  it  was  reaffirmed  that 

...Reserve  officers,  Army  of  the 
United  States,... (on)  extended 
military  service  in  excess  of  thirty 
days  on  or  subsequent  to  February  28, 
1925,... who  are  now  disabled  from 
disease  or  injury  contracted  or 
received  in  line  of  duty  while  so 
employed,  shall  be  deemed  to  have 
been  in  the  active  military  service 
...entitled  to  receive  the  same 
retirement  pay  and  hospital  benefits 
as... for  officers... of  the  Regular 
Army.... ^8 


Apparently  the  moral  obligation  to  provide  medical  coverage 
for  recruits  in  the  time  period  after  being  accepted  for  en- 
listment and  before  being  enrolled  required  a new  statute  that 

...(a  person  who  shall)  "suffer  an 
injury  or  a disease  in  line  of  duty 
and  not  the  result  of  his  own  mis- 
conduct will  be  considered  to  have 
incurred  such  disability  in  active 
military  or  naval  service....  9 


The  post  World  War  concern  was  for  clear  statements  of  eligibility 
for  certain  benefits.  An  August  1946  statute  (made  retro- 
active to  1 December  1945)  included  the  provision  that 

...any  member  of  the  Naval  Reserve 
performing  active  duty... for  periods 
of  thirty  days  or  less... prior  to  the 
official  termination  of  World  War  II, 
shall  be  entitled  to  all  the  benefits 
provided  by  this  section  to  members 
of  the  Naval  Reserve  in  time  of  peace....  0 
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Another  retroactive  entitlement  in  June  1948  amended  a 
1936  law  to  cover  medical  treatment  for  National 
Guard  and  Reserves  in  the  period  from  September  8,  1945  until 
one  day  prior  to  the  official  termination  of  the  war.  51 

Questions  of  equity,  or  the  need  to  remove  perceived 
inequities  appear  to  underlie  much  Congressional  action. 

Such  action  was  certainly  characterized  by  the  passage  of 

the  Act  of  May  24,  1948.  Naval  officers  on  leave  status 

52 

could  not  be  reimbursed  for  medical  expenses. 

An  1870  statute  had  excluded  reimbursement. 


. . .expenses  incurred  by  any  officer 
of  the  navy  for  medicines  and  medical 
attendance  shall  not  be  allowed,  unless 
they  were  incurred  when  he  was  on  duty, 
and  the  medicines  could  not  have  been 
obtained  from  naval,  supplies,  or  the 
attendance  of  a naval  medical  officer 
could  not  have  been  had;....  ^3 

TSie  inequity  was  removed; 

The  Secretary  of  the  Navy  is  authorized 
...to  (reimburse)  persons  in  the  Naval 
service  for  the  cost  of  emergency  or 
necessary  medical  services,  including 
hospital  service  and  medicines,  from 
civilian  sources  when  the  person 
receiving  the  service  is  in  a duty 
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status:  Provided... no  medical 
service  was  available  from  a 
Federal  source. 

v 

...For  the  purpose  of  this  Act  a 
person  shall  be  regarded  as  in  a 
duty  status  in  the  naval  service 
while  no  authorized  liberty  or 
leave. 


The  year  19^9  was  a very  active  year,  at  least  in  terms  of 
legislation  applicable  t.o  Reserves.  Mrs.  Smith  of  Maine 
introduced  an  important  bill  explaining  that  her  bill  (s  213) 
was  designed 

to  give  the  same  disability  coverage 
to  reservists  and  national  guardists 
injured  or  killed  while  serving  their 
country  in  peacetime  as  the  Regulars 
now  enjoy.  Under  present  law  they 
are  not  accorded  the  same  protection 
that  Regulars  receive  unless  they 
are  on  active  duty  orders  for  more 
than  3C  days,,.'’ 


Congressman  Von  Zandt  of  Pennsylvania  (who  had  introduced 
companion  bill,  HR  pleaded  its  necessity  because 


...training  within  the  Reserves  and 
National  Guard  is  much  more  hazardous 
and  exacting  than  it  was  in  prewar  days... 
there  were  33  deaths  in  19*<B...as  a 
result  of  (military)  plane  crashes... 


Mr.  Van  £andt  explained  that  the  proposed  law  would  cover 
ncre  than  one  thousand  beneficiaries  who  would  not  otherwise 

be  covered.  Since  the  end  of  World  War  II  (14  August  194b),  about' 

that  number  of  reservists  had  been  killed  and  injured: 

Reservists  Killed  or  Injured  from  1945  - 1949 

KILLED  INJURED 

Army  35  660 

AF  135  35 

NAVMC  113  98 

The  provisions  were  estimated  to  cost  $720,000  for  their 
retroactive  features  and  $850,000  annually  thereafter.  The 
major  appeal  made  was  that  persons  who  left  the  Regulars  and 
went  into  the  Reserves  assumed  they  had  the  same  coverage. 

The  growing  knowledge  that  such  coverage  did  not  exist  was 
said  to  be  having  an  adverse  effect  on  the  Reserve  programs . l>t> 


Congressional  efforts  were  successful  and  resulted  in  the 
Act.  of  June  1949.  Tli is  made  retroactive  to  August  l4,  1945 
the  provision  that 

members  of  the  reserve  components  of 
the  Armed  Forces  who  suffered  disability 
or  death  from  injuries  incurred  while 
engaged  in  active  duty  training  for 
periods  of  less  than  thirty  days  or 
while  engaged  in  inactive'  duty  training 
. . . shall  be  deemed  to  haw  been  in  the 
active  Naval  service....  ' (finphasis  added) 
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Margaret  Chase  Smith's  bill  (S.  213)  became  law. 

Its  salient  features  axe  perhaps  best  described  in  these 
paragraphs : 


...will  cover  Reserve  personnel 
suffering  death  or  disability  as 
the  result  of  injuries  received  in 
the  line  of  duty  for  all  periods 
of  inactive-duty  training,  including 
drills  as  well  as  active-duty 
training  periods  of  less  than  30 
days'  duration.  It  will  also  cover 
training  duty  injuries  regardless  of 

vfasthsr  ifaa  la.  serving 

with  or  without  pay.  In  either  case, 
where  an  injury  is  incurred  involving 
hospitalization,  the  reservist  con- 
cerned will  be  entitled  to  receive 
full  active-duty  pay  and  allowance r 
during  the  hospitalization  period. 

...extend  to  Reserves  on  short 
training  periods  the  following 
benefits:  Hospitalization  with  active 
duty  pay,  retirement  pay  where  dis- 
ability retirement  is  warranted,  and 
payment  to  beneficiaries  of  the  6- 
months  death  gratuity  where  death  , 
results  from  injury.  y (Emphasis  added) 


In  October  1m49,  the  Career  Compensation  Act  was  passed. 

It  brought  a complete  revision  to  the  concept  of  disability 
payments  by  relating  the  level  or  payment  more  closely  to 
the  extent  of  disability.  It  also  brought  consistency  to 
the  treatment  of  officers  and  enlisted.  It  did,  however, 
introduce  an  8 year  qualification  into  the  evaluation  of 
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the  individual's  disability.  With  less  than  8 years  of  service 
the  individual's  disability  must  be  "the  proximate  result  of 
the  performance  of  active  duty"  while  if  the  individual  had 
more  than  8 years  of  service  the  disability  need  only  to 
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have  been  "incurred  while  entitled  to  receive  basic  pay." 

It  also  made  clear  that  any  member  of  a reserve  component 


...entitled  to  receive  basic  pay 
who  has  been  called  or  ordered  to 
extended  active  duty  for  a period 
in  excess  of  thirty  days  is  unfit 
to  perform  the  duties.. by  reason 
of  physical  disability. .. (can) 
receive  disability  retirement  pay,..6o 


Nevertheless,  the  Act  continued  to  allow  those  eligible 
under  this  Act  and  under  the  Employees'  Compensation  Act 
(including  Reservists)  to  have  a choice  of  which  disability 
benefits  they  wanted  to  receive. 


...The  very  nature  of  their  military 
duties  denies  service  personnel  any 
freedom  of  choice  as  to  the  job  they 
perform.  For  this  reason  the  normal 
"employees'  compensation"  concept  is 
too  restrictive  to  permit  its  rigid 
application  to  the  uniformed  services.0^- 


SO 


A few  days  later,  the  Federal  Employees'  Compensation  Act  of 
September  1916  was  amended  to  make  its  disability  benefits 
more  realistic  in  terms  of  going  wage  rates.  The  minimum 
monthly  benefit  for  total  disability  was  raised  from  $58.33 
to  $112.50  and  the  maximum  monthly  benefit  wa3  bounced  from 
$116.66  to  $525.^ 

Obviously,  the  previous  payments  had  been  totally  inadequate 
for  some  time.  The  combination  of  inflation  and  Congressional 
neglect  had  certainly  worked  severe  hardshl is  on  thousands  of 
disabled  persons  over  the  decades  since  the  disability  payment 
rates  had  been  adjusted.  The  estimate  was  that  80,000  Federal 
civilians  suffer  accidents  and  11,000  were  disabled  or  killed 
each  year,  (it  is  not  known  how  many  of  these  were  reservists 
or  other  military  persons  who  elected  to  accept  coverage 
under  that  Act  in  preference  to  military  or  VA  disability 
coverage,  The  new  payments  were  an  attempt  to  bring 
Federal  practice  into  line  with  many  state  workmens'  compen- 
sation laws.  President  Truman  found  it  necessary  to  issue 
an  Executive  Order  to  help  explain  the  election  of  disability 
retirement  pay  or  disability  severance  pay  as  described  in 
the  Career  Compensation  Act. 
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About  a year  after  the  Korean  War  started,  the  Servicemen's 
Indemnity  Act  provided,  among  other  benefits,  $10,000  of 
free  life  insurance  for  anyone  in  active  service  including 
Guardsmen  and  reservists  on  active  duty  of  ll  days  or 
more  as  well  as  for  those  reservists  "engaged  in  aerial 
flights... with  or  without  pay..."  65 

This  statute  was  followed  almost  immediately  by  one  that 
authorized  medical  and  hospital  care  and  burial  benefits 
for  any  person  in  the  Korean  War.°^ 


In  the  Armed  Forces  Reserve  Act  cf  1952,  the  principle  was 
established  that 


all  laws  applicable  to  make  officers 
of  Reserve,  applicable  to  female 
Reserve. ..  7 


The  post -Korea  period,  with  its  growing  threat  of  "uclear 
holocaust,  build-up  of  Russian  armies,  launching  of  Sputnik, 
was  a period  of  considerable  Congressional  activity  on 
matters  relating  to  reserve  strength. 

An  amendment  to  the  Armed  Forces  Reserve  Act  of  1952  corrected 
the  limitation  of  existing  law  (Mrs.  Smith's  S.213,  8lst  Cong.) 
by  which  reservists  performing  active  duty  for  training  were  not 
covered  if  they  incurred  a disease  - regardless  of  the  duration 
of  their  orders  to  active  duty  for  training.  Members  of  the 
National  Guard  apparently  already  had  disease  coverage 
under  sections  of  the  National  Defense  Act  related  to  State 
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as  opposed  to  Federal  or  reserve  component  status. 


The  April  1956  law  legislated  that 


. . .any  person  called  or  ordered  to 
perform  a period  of  active  duty  for 
training  in  excess  of  thirty  days... 
shall. . .he  deemed  to  have  been  on 
active  naval  or  military  service... 
for  the  purpose  of  determining 
eligibility  for  aay  benefit  prescribed 
under  (63  Stat  201) . . ..69  (Emphasis  added) 


The  Servicemen's  and  Veterans'  Survivor  Benefits  Act  of  1956 

expanded  on  that  for 

...all  members  of  the  Naval  Reserve 
shall  be  considered  as  performing 
active  military  or  naval  service 
when  injured  while  performing  active 
duty  with  or  without  pay,  drills, 
equivalent  instruction  or  duty, 
appropriate  duty,  or  other  prescnoeu 
duty  or  while  performing  authorized 
travel  to  or  from  such  duties... 


The  Act  extended  new  coverage  for  death  resulting  from 

injury  of  the  reservist  or  guardsmen  while  traveling  directly 

to  or  from  training  and  drills.  It  also  extended  coverage 

to  guardsmen  dying  from  disease  incurred  on  active  duty 

training  of  less  than  30  days.  Such  coverage  had  been 

71 

limited  to  death  from  injury. 

The  enactment  of  Title  10  of  the  US  Code  in  1956  consolidated 
the  law.  There,  the  entitlements  were  spelled  out  in  language 
that  retrains  close  to  what  it  is  today: 
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A member  of  the  Army:  other  than 
the  Regular  Army,  ia  entitled  to 
the  hospital  benefits  provided  by 
law  or  regulation  for  a member  of 
the  Regular  Army  of  corresponding 
grade  and  length  of  service, 
whenever  - 

(l)  he  ia  called  or  ordered  to 
active  duty  for  a period  of 
more  than  30  days,  and  is 
disabled  in  lino  of  duty 
from  disease  while  so  employed; 
or 

(C)  he  is  called  or  ordered  to 
active  duty,  or  to  perform 
inactive-duty  training,  for 
any  period  of  time,  and  is 
disabled  in  lino  of  duty 
from  Injury  while  so  employed. 


The  following  year,  an  Act  consolidated,  simplified,  and 
made  more  uniform  the  laws  relating  to  compensation,  pension, 
hospitalization,  and  burial  benefits.^  Tt  repealed  all  or 
portions  of  hundreds  of  laws  including  that  portion  of  the 
191';  Act  relating  to  double  pensions  for  Navy/Morlne  aviation 
deaths  or  disabilities.  Title  3^»  Veterans ' Benefits  was  revised 
the  following  yoar.^* 

Another  maintenance  and  housekeeping  Act  was  that  of  September 
19^0.  This  cleaned  up  some  leftovers  m Title  10,  and  also 
spruced  up  Title  14  (Coast  Guard)  and  Title  $2  (National  Guard), 
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...to  create  and  maintain  high 
morale  in  the  uniformed  services 
by  providing  an  improved  and 
uniform  program  of  medical  and 
dental  care  for  members  and  certain 
former  members  of  those  services, 
and  for  their  dependents.... 

...except  a member  or  former  member 
who  is  entitled  to  retired  pay  under 
Chapter  67  of  this  title  and  has 
served  less  than  eight  years  on  active 
duty  (other  than  for  training),  may 
upon  request,  be  given  medical  and 
dental  care... 75 


That  statute  also  reaffirmed  that  when  hospitalized  an  officer 
or  former  officer  would  not  receive  free  meals,  but  would 
have  to  pay  an  amount  equal  to  the  charge  for  daily 
subsistence. 


During  the  Vietnam  war  a practical  accommodation  stipulated 
that  persons  (officers)  being  medically  evacuated  on 
military  aircraft  no  longer  had  to  pay  for  their  meals  on 

board. 

With  an  increasing  number  of  former  military  living  and 
working  overseas,  pressure  kept  building  to  extend  medical 
care  to  cover  that  population  that  would  have  been 
eligible  within  the  U.S, 
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...The  (VA)  Administrator  may 
furnish  necessary  hospital  care 
and  medical  services  to  any 
otherwise  eligible  veteran  for 
any  service-connected  disability 
if  the  veteran  (l)  is  a citizen 
of  the  United  States  temporarily 
sojourning  or  residing  abroad,  or 
(2)  is  in  the  Republic  of  the 

Philippines. 77 

This  was  followed  by  another  statute  designed  to  place  war 

and  non-war  veterans  with  service-connected  disabilities  on 

78 

parity  for  VA  hospitals  or  outpatient  treatment.  It  also 

authorized  hospital  and  medical  care  for 


...  any  veteran  for  a service- 
connected  disability;  or  a 
veteran  of  any  war  for  a non- 
service connected  disability 
if  he  is  unable  to  defray  the 
expense  of  necessary  hospital 
care.. . 

...In  the  case  of  any  veteran 
discharged  or  released  from  the 
active  military,  naval,  or  air 
service  for  a disability  incurred 
or  aggravated  in  line  of  duty,  such 
services  may  be  so  furnished  for 
that  disability,  whether  or  not 
service  connected.,.'' 


A 1944  statute  (see  reference  49)  had  provided  medical  benefit 
coverage  for  the  grey  area  between  the  time  the  individual  en 
enlisted  and  actually  started  active  duty.  In  10 h4 , coverage 
was  provided  for  those  disabled  before  reporting  for  induction 


80 


36 


It  waa  not  until  1961  that  a termination  point  for  benefit 
eligibility  waa  determined.  That  statute  evtended  coverage 
from  time  of  discharge  through  the  time  to  get  home  "by  the 
most  direct  route"  at  least  through  midnight  of  the  date  of 
discharge  or  release. ^ 

This  concludes  the  legislative  history  of  medical  coverage 
for  the  Guard  and  Reserve  through  February  1973.  The 
following  section  sets  forth  the  legislative  history  of 
medical  coverage  for  the  Coast  Guard  Reserve. 


PART  II  - MEDICAL  COVERAGE  FOR  COAST  GUARD  RESERVISTS 


In  1894  Coast  Guard  personnel  were  first  authorized  the  use  of 

■» 

what  is  today  Public  Health  Service  Hospitaler 

...admission  to  and  temporary 
treatment  in  the  marine  hospitals 
under  the  control  of  the  "Government 
of  the  United  States  be. ..extended 
to  the  keepers  and  crews  of  the 
Life-Saving  Service  under  the  same 
rules  as  those  governing  sailors 
and  seamen... of  American  registered 
vessels;  but  this  Act  shall  not  be 
so  constructed  as  to  compel  the 
establishment  of  hospitals  or 
dispensaries  for  the  benefit  of  said 
keepers  and  crews,  nor  as  establishing 
a home  for  the  same  when  permanently 
disabled.  1 


And,  in  189^ 

...the  President. . .to  convene  a 
board... of  three  surgeons  of  the 
Marine  Hospital  Service,  to  examine  and 
and  report  on  all  officers  now  in 
the  Revenue -Cutter  Service  who, 
through  no  vicious  habits  of  their 
own,  are  now  incapacitated  by  reason 
of  the  infirmities  of  age  or  physical 
or  mental  disability. 

...(to  receive)  one-half  active  duty 
pay. .. 2 

In  February  19^1,  the  United  States  Coast  Guard  Reserve,  as 
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we  know  it  today,  was  established.*  Members  of  the  Reserve 


...when  engaged  on  active  duty, 
or  on  active  duty  while  undergoing 
training,  or  when  engaged  in  authorized 
travel  to  or  from  such  duty,  shall 
receive  the  same  pay  and  allowances 
as... the  regular  Coast  Guard... 


however , 


Members  of  the  Reserve, .. .who  suffer 
sickness,  disease,  disability,  or 
death  in  line  of  duty  shall  be 
entitled  to  the  same  benefits  as 
. . .Naval  Reserve . . . . ^ 


In  contrast,  those  members  of  the  Coast  Guard  Reserve  called 

"temporary  members",  i.e.  those  who  were  owners  or  crew 

members  of  motor  boats  or  yachts  placed  at  the  disposal  of 

the  Coast  Guard,  if  physically  injured 

...shall  be  entitled  to  all  the 
benefits... for  civil  employees... 

(under)  the  United  States  Employees' 

Compensation  Commission.... 

but,  those  temporary  members 

...who  contract  disease  while 
performing  active  duty  shall  be 
entitled  to  the  same  hospital 
treatment  as... members  of  the 
regular  Coast  Guard..,. 

* A June  1939  law  had  established  "a  Coast  Guard  Reserve 
to  be  composed  of  owners  of  motorboats  and  yachts"  but 
it  was  in  reality  the  Coast  Guard  Auxiliary  of  today. 

The  "Coast  Guard  Auxiliary"  and  the  "Coast  Guard  Reserve" 
were  properly  identified  in  the  19^1  law. 
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In  1942,  members  of  the  Coast  Guard's  Women's  Reserve  were 
specifically  denied  the  benefits  of  reserves  authorized  in 
1941  and  instead  were  limited  to  "the  same  benefits  as  axe 
provided  for  temporary  members  of  the  Reserve...",  in  the 
1941  law. 5 

The  Act  of  July  1,  1944  mP.de  specific  the  medical 
support  role  of  the  Public  Health  Service  in  behalf  of  the 
Coast  Guard. 


...Regular  and  temporary  members 
of  the  United  States  Coast  Guard 
Reserve  when  on  active  duty  or 
when  retired  for  disability;... 
shall  be  entitled  to  medical, 
surgical,  and  dental  treatment 
and  hospitalization .by  the  Service 
(i.e.,  the  FHS).... D 


While  considering  a 1944  bill  to  consolidate  and  revise  laws 

pertaining  to  the  Public  Health  Service,  the  House  Committee 

on  Tnterstate  and  .Foreign  Commerce  stated  its  intention  to 

...make  clear  that  the  Public 
Health  Service  is  to  supply  what 

jjL  YirtoaUM.  a.  apical -rarfis-.g*' 

Coast  Guard,  not  only  serving  the 
sick  and  disabled  but  also  furnishing 
ancillary  services  such  as  medical 
examinations  for  the  purposes  of 
appointment,  retirement,  and  the 
like ....  (Emphasis  added 


The  1944  Act  included  mention  of  benefits  for  female  reservists 
in  the  Coast  Guard  but  qualified  it  heavily. 
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...members  of  the  Women's  Reserve  of  the 
Coast  Guard,  or  their  dependents,  shall 
be  entitled  to  the  benefits  provided  by 
Section  326  (above)  for  male  officers  and 
enlisted  men  of  the  Coast  Guard  or  their 
dependents:  Provided*  That  the  husbands  of 
such  members  shall  not  be  considered  de- 
pendents, and  the  children  of  such  members 
shall  not  be  considered  dependents  unless 


their  father  is  dead  or  they  are  in  fact  __ 
depencfent  on  their ’mo tRer  for  their  chief 
support  0 


The  1$M  Act  also  authorized  benefits  for  members  of  the 

Coast  Guard  Auxiliary.  This  entitlement  was  needed  because 

Members  of  the  Auxiliary,  when 
assigned  to  specific  duties  as 
herein  authorized  shall... be 
vested  with  the  same  power  and 
authority. . .as  members  of  the 
regular  Coast.... 

When  any  membef-of  the  Auxiliary 
is  physically  injured  or  dies 
as  a result  of  physical  injury 
incurred  while  performing  any 
specific  duty  to  which  he  has 
been  assigned  by  competent  Coast 
Guard  authority,  such  member  or 
his  beneficiary  shall  be  entitled 
to  the  same  benefits  provided  for 
temporary  members  of  the  Reserve.... 

Members  of  the  Auxiliary  who... 
contract  sickness  or  disease  while 
performing  any  specific  duty  to 
which  they  have  been  assigned  by 
competent  Coast  Guard  authority 
shall  be  entitled  to  the  same 
hospital  treatment  afforded 
officers  and  enlisted  men  of  the 
Coast  Guard.  9 


In  the  1970's,  with  growing  pressures  on  the  HhV  Budget, 
it  seemed  to  be  increasingly  difficult  for  the  expanding 


Coast  Guard  to  get  the  desired  level  of  medical  service  with 

the  funds  made  -available  to  the  Public  Health  Service  by 

v 

the  Medical  Services  Administration  of  the  Department  of 
Health,  Education  and  Welfare.  Apparently,  the  ultimate 
goal  of  fflS  is  to  withdraw  from  its  direct  patient  care 
activities  over  a period  of  time. 


One  step  in  the  direction  of  securing  better  care  for  Coast 

Guardsmen  was  reached  in  a Memorandum  of  Agreement  with  the 

, 10 

Coast  Guard  effective  1 October  1976.  The  effect  is  to 
have  the  Coast  Guard  budget  for  its  own  medical  care  and 
reimburse  PHS  for  services  provided.  The  HEW  budget  thereby 
would  be  reduced  while  that  of  the  Department  of  Transportation, 
for  the  Coast  Guard,  would  be  increased  to  reflect  more 
accurately  costs  of  operation. 


The  current  issue  of  the  Coast  Guard  Administrative  Manual 

has  only  half  a page  devoted  to  "Rights  and  Benefits"  of 

reservists.  Two  of  the  paragraphs  read  as  follows: 

9-5-1  Benefits  for  Reservists  on 
Extended  Active  Duty.  In  general, 
the  death,  disability  retirement, 
severance,  hospital  and  survivors 
benefits  accorded  to  reservists 
serving  on  extended  active  duty  are 
the  same  as  provided  by  law  for 
Regulars. 


9-5-2  Benefits  for  Reservists  Not 
on  Extended  Active  duty.  A 
reservists  should  be  made  aware 
that  certain  rights  and  benefits 
which  accrue  to  reservist  serving 
on  ACDUTRA  and  inactive  duty 
training  are  somewhat  less  than 
those  accruing  to  reservists 
serving  on  extended  active  duty. 

Some  instances  are  as  follows: 

(1)  Reservists  serving  on  ACDUTRA  or 

on  inactive  duty  training  do  not  qualify 
for  all  the  disability  and  retirement 
benefits  as  are  provided  for  reservists 
on  extended  active  duty. 

(2)  Entitlement  to  annual  leave  accrues 
only  when  ACDUTRA  orders  with  pay  are  for 
f*.  continuous  period  of  30  days  or  more. 

(3)  Mustering  out  pay  is  not  authorized. 

(4)  Eligibility  for  dependents' 
allowances  are  in  accordance  with  Volume 
II  of  the  0G  Comptroller  Manual  (CG264). 

Such  allowances  are  payable  only  to 
eligible  personnel  performing  ACDUTRA, 
and  only  in  the  amounts  specified  by  law 

for  the  Reserve  category  to  which  assigned.^- 

Tl\,e'  four  examples  do  not  include  any  on  hospitalization  or 
medical  benefits. 


The  Coast  Guard  Medical  Manual  has  a Section  B "Medical  Care 

for  Reserve  Personnel".  It  states 

(d)  Injury  Incurred  in  Line  of  Duty 
A member  of  the  Coast  Guard  Reserve  who 
is  ordered  to  active  duty  or  to  active/ 
duty  for  training,  or  to  perform  inactive 
duty  training,  for  any  period  of  time,  and 
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is  disabled  in  line  of  duty  from  injury 
while  so  employed,  is  entitled  to  the 
same  hospital  benefits  as  provided  by 
law  or  regulation  in  the  case  of  a member 
of  the  regular  Navy  or  the  regular  Coast 
Guard. 

(e)  Disease  Incurred  in  Line  of  Duty 
While  on  Active  Duty^  A member  of  the 
Coast  Guard  reserve  who  is  ordered  to 
active  duty  or  active  duty  for  training 
for  a period  of  more  than  30  days,  and 
is  disabled  while  so  employed,  is  en- 
titled to  the  same  hospital  benefits  as 
are  provided  by  law  or  regulation  in  the 
case  of  a member  of  the  regular  Navy  or 
the  regular  Coast  Guard. 

(f ) Illness  or  Disease  Contracted  in 
Line  of  Duty  in  Peacetime!  A member 
of  the  Coast  Guard  reserve  who,  in  time 
of  peace,  becomes  ill  or  contracts  a dis- 
ease in  line  of  duty  while  on  active 
duty  for  training  or  performing  inactive 
duty  training  is  entitled  to  receive 
medical,  hospital,  and  other  treatment 
appropriate  for  that  illness  or  disease. 
The  treatment  shall  be  continued  until 
the  disability  resulting  from  the  illness 
or  disease  cannot  be  materially  improved 
by  further  treatment.  Such  membejf  is 
also  entitled  to  necessary  transportation 
and  tubijistence  incident  to  treatment  and 
return  to  his/her  home  upon  discharge 
from  treatment.  The  treatment  may  not 
extend  beyond  10  weeks  after  the  member 
is  released  from  active  duty.... 

(g)  Injury  or  Disease  En  Route  to  or 
From  Active  Duty.  A member  of  the  Coast 
Guard  reserve  is  authorized  medical  care 
for  an  injury  or  disease  incurred  while 
enroute  to  or  from  active  duty  or  active 
duty  for  training.1' 


In  summary,  medical  coverage  provisions  for  Coast  Guard 
reservists  are  substantially  those  available  to  Navy  reservists. 
This  point  was  repeatedly  expressed  to  the  author  in  interviews 
with  officers  of  the  Medical  Department  of  the  Coast  Guard. 
However,  it  appears  clear  from  the  Coast  Guard  manual  cited 
above  that  coverage  is  substantially  that  available  to 
personnel  of  the  regular  Coast  Guard  or  regular  Navy,  not 
the  Naval  Reserve.  The  manual  provides  benefits  while  on 
inactive  duty  training;  the  legal  authority  for  this  entitle- 
ment cannot  be  found. 

The  next  section  describes  the  legislative  history  of  medical 
coverage  for  dependents. 


— -^-^-^VrrmiTwnriWf  triiif-  nfiaiff  WM»  _*u 


45 


PART  III  - MEDICAL  COVERAGE  FOR  DEFENDERS  OF  RESERVISTS 


AS  early  as  1884,  medical  support  for  dependents  (of  active  duty 
personnel  only)  appeared  in  the  Army  Appropriation  Act  that 
included  the  proviso: 

. . . the  medical  officers  of  the  Army 
and  contract  surgeons  shall  whenever 
practicable  attend  the  families  of  the 
officers  and  soldiers  free  of  charge  ... 

Curiously,  almost  60  years  passed  before  military  dependents 
were  again  mentioned.  It  occurred  in  the  1S&3  appropriation 
of  million  to  expand  Navy  medical  facilit.es  for  hospitali- 
zation  of  dependents  of  Navy  and  Marine  Corps  personnel  and  to 

•v 

serve  dependents  of  the  Coast  Guard  when  it  was  operating  as 
part  of  the  Navy.  It  was  much  more  limited  than  the  Army  Act. 


It  specified  that 

hospitalization  of  dependents  . . . 
at  any  naval  hospital  . . . (would  be) 
paid  for  at  such  per  diem  rates  as  may  be 
prescribed  ...  by  the  President. 
Hospitalization  . . . shall  be  furnished 
only  for  acute  medical  and  surgical 
conditions,  exclusive  of  nervous,  mental 
or  contagious  diseases  or  those  requiring 
domiciliary  care.  Dental  treatment  shall 
be  administered  only  as  an  adjunct  to 
in-patient  hospital  care  . . 

The  Air  Force  derived  its  authority  from  the  basic  1884  Army 
statute. , 


ke 
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Since  that  time,  however,  legislative  concern  for  military 
dependents  has  been  a continuing  if  not  constant  subject  of 
Congressional  attention.  In  part  this^can  be  explained 
by  the  national  (and  perhaps  natural)  concern  of  the  employer 
for  the  employee,  extended  to  employee's  dependents. 

Certainly,  the  pattern  in  industry  has  been  for  a benefit  in- 
troduced for  employees  to  be  extended  subsequently  to  their 
families.  Typically,  the  process  has  been  one  In  which 
initially  the  employer  and  employee  shared  the  cost  of  employee 
coverage.  Then,  for  competitive  reasons,  or  through  tough 
negotiation,  or  a combination  of  reasons,  the  employee's 
share  of  the  cost  diminished  and  in  some  cases  disappeared. 
Subsequently,  and  frequently  simultaneously,  the  benefit  was 
extended  to  the  employee's  dependents  at  full  personal  cost 
to  the  employee:  but  gradually,  even  that  cost  became  shared. 
Today,  in  some  of  the  most  generous  commercial  organizations 
many  dependent  benefits  are  completely  paid  by  the  company. 

In  any  event,  such  benefits  are  regarded  as  a fundamental 
part  of  the  total  compensation  package  of  the  employee  and 
are  carefully  costed  out  to  keep  total  manpower  costs  for 
the  organization  in  line. 
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In  one  of  the  periodic  assessments  of  Federal  Government 
policies  and  practices  the  1949  Hoover  Commission  looked  at 
Federal  medical  activities.  The  Commission  found  that, 

f O 

"Over  40  Government  agencies  render  Federal  Medical  Service" J 

•» 

....and  that 


...Mere  than  half  the  departments  and 
agencies  of  the  Federal  Government  con- 
duct medical  or  health  activities.... 
They  compete  with  each  other  for  scarce 

personnel.  No  one  has  responsibility 
for  an  over -all  plan.  There  is  not 
even  a clear  definition  of  the  classes 
of  beneficiaries  for  whom  care  is  to 
be  planned.  4 


With  reference  to  the  1884  act  (23  Stat  112)  the  Commission 
wrote: 


On  the  basis  of  this  act,  some  900,000 
dependents  of  Army  and  Air  Force  person- 
nel are  receiving,  or  are  considered 
eligible  for,  substantially  full  medical 
care.  Congress  has  supported  this  practice 
by  appropriations  year  after  year.  * 


The  Commission  recommended  that: 

A single  policy  for  dependents  of  armed 
forces  personnel  should  apply  to  all 
three  services. 

...Congress  should  define  the  benefi- 
ciaries entitled  to  medical  care  from 
the  Government  and  prescribe  how  this 
care  should  be  given.® 
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Or  April  1,  1953 » the  Secretary  of  Defense  established  a 

Citizens  Advisory  Commission  on  Medical  Care  for  Dependents 

of  Military  Personnel. ^ The  work  of  that  group  led  ultimately 

to  the  landmark  Dependents'  Medical  Care  Act  of  1956.  The 

hearings  of  the  House  Armed  Services  Committee  give  one  a 

feeling  for  the  attempts  to  integrate  the  various  elements 

of  a military  benefits  package.  In  the  Hearings,  reference 

was  made  to  "three  legs  of  a stool,"  with  the  first  leg  as  the 

Career  Incentive  Act  (69  Stat  18);  the  second  leg,  the 

survivor  benefits  bill  (that  was  to  become  70  Stat  883  later 

that  year);  and  the  third  leg,  the  bill  under  discussion  - 

8 

dependents  medical  care. 

One  argument  made  in  behalf  of  expanding  medical  care  for 

dependents  was  that  it  would  provide  a more  balanced  medical 

practice  for  military  physicians  and  thereby  improve  their 

attraction  and  retention; 

...retention  of  a substantial  amount  of 
dependent  medical  care  in  facilities 
under  the  jurisdiction  of  the  uniformed 
services  is  absolutely  indispensable  if 
we  expect  to  maintain  a^y  semblance  of  a 
career  medical  corps...' 

The  more  traditional  arguments  for  improving  military  benefits 
were  also  made  here. 
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The  statutory  basis  for  dependent  medical  care  was  fragmentary, 
to  say  the  least.  It  was  not  surprising,  therefore,  that 
differences  existed  among  the  services.  For  example,  in 
those  lengthy  periods  when  the  Coast  Guard  was  not  operating 
as  part  of  the  Navy,  Coast  Guard  dependents  could  receive 
free  treatment  only  at  Public  Health  Service  facilities.  The 
Navy  did  not  treat  dependents  who  had  contagious  diseases  - 
the  Army  did;  the  Navy  did  not  provide  hospitalization  for 
nervous  or  mental  disease  - the  Army  did. 

The  most  significant  aspect  of  the  1956  Act  was  that  it 
provided  a uniform  statutory  basis  for  furnishing  medical 
care  to  dependents  (of  active  duty  members).  It  set  forth 
eligibility  and  types  of  care  that  would  be  provided  in  the 
medical  facilities  of  the  uniformed  services.  In  accepting 
uniformity  some  services  had  to  give  up  some  phases  of  medi- 
cal and  dental  entitlements.10 

The  purpose  was  to  motivate  people  to  elect  a military 
career . 

Eligibility  was  extended  to:  dependents  of  service  raembero 
(including  reservists)  on  active  duty  for  training  whose 
orders  did  not  specify  30  days  or  less  (eligibility  of  de- 
pendents would  terminate  when  active  duty  ended) ; dependents 
of  members  (including  those  of  reservists)  who  died  while  on 
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such  active  duty;  and  dependents  of  retired  members  and  those 
who  died  while  retired  members  (including  dependents  of  re- 
servists retired  under  Title  III).  ^ 


Some  excerpts  from  the  Dependents'  Medical  Care  Act  of 

particular  significance  to  reservists  are  as  follows: 

The  purpose  of  this  Act  is  to  create 
and  maintain  high  morale  throughout  the 
uniformed  services  by  providing  an 
improved  program  of  medical  care  for 
members  of  the  uniformed  services  and 
their  dependents. 

(Among  the  dependents  eligible  for 
medical  care  are  those  of1  members  of  a 
uniformed  service)  "serving  on  active 
duty  or  active  duty  for  training  pur- 
suant to  a call  or  order  that  oea  not 
specify  a period  of  thirty  days  or  less. 


(3)  The  term  "retired  member  of  a 
uniformed  service"  means  a member  or 
former  member  of  a uniformed  service 
who  is  entitled  to  retire,  retirement, 
or  retainer  pay  or  equivalent  pay  as  a 
result  of  service  in  a uniformed  ser- 
vice, other  than  a member  or  former 
member  entitled  to  retired  or  retire- 
ment pay  under  title  III  of  the  Arny 
and  Air  Force  Vitalization  and  Retire- 
ment Equalization  Act  of  19^8  who  has 
served  less  than  eight  years  or  active 
duty  as  defined  in  section  101  (b)  of 
the  Armed  Forces  Reserve  Act  of  1952. 
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Sec.  103.  (&)  Whenever,  requested, 

medical  care  shall  be  given  dependents 
of  members  of  a uniformed  service,  and 
dependents  of  persons  who  died  while  a 
member  of  a uniformed  service,  in 
medical  facilities  of  the  uniformed 
services  subject  to  the  availability  of 
space,  facilities,  and  the  capabilities 
of  the  medical  staff.  Any  determination 
made  by  the  medical  officer  or  contract 
surgeon  in  charge,  or  his  designee,  as 
to  availability  of  space,  facilities,  and 
capabilities  of  the  medical  staff,  shall 
be  conclusive.  The  medical  care  of  such 
dependents  provided  for  in  medical 
facilities  of  the  uniformed  services  shall 
in  no  way  interfere  with  the  primary 
mission  of  those  facilities. 

Commissioned  officers  and  warrant 
officers,  active  and  retired  shall  pay 
an  amount  equal  to  the  portion  of  the 
charge... attributable  to  subsistence^ 
when  hospitalized.  (Emphasis  added )'U 


A minor  amendment  to  the  Dependents'  Medical  Cure  Act 

in  19t>i>  provided  for  transportation  of  dependent  patients  from 
overseas  locations  to  places  where  adequate  medical  care 
iq 

would  be  available.  J 


Almost  exactly  ten  years  after  the  landmark  legislation 
for  Dependents'  Medical  Care  in  June  of  19^  came  the 
Military  Medical  Benefits  Amendments  of  1966 .'l!*  With  a 
ten-year  track  record  to  go  on,  Congress  was  able  to  do 
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more  than  just  some  fine-tuning.  One  needs  also  to  remember 
that  the  Vietnam  conflict  was  in  full  swing  at  that  time. 

The  Guard  and  Reserves  were  still  an  attractive  refuge  from 
active  duty  so  the  pressures  on  Congress  were  largely  those 
to  make  active  service  more  appealing. 

Congressman  Hebert  of  Louisiana  maintained  that  medical 
benefits  had  been  frozen  at  the  1956  level  and  that  the  new 
bill  was  important  for  the  "enhancement  of  morale  of  our  military 
families  at  a time  when  their  men  are  serving  in  mortal  combat 
in  Vietnam."^ 

The  Act  expanded  the  definition  of  dependent: 

. . .A  dependent  of  a member  or  former 
member  who  is,  or  was  at  the  time  of  his 
death,  entitled  to  retired  or  retainer 
pay,  or  equivalent  pay,  may,  upon 
request,  be  given  the  medical  and  dental 
care  prescribed. . .subject  to  the  avail-  ^ 
ability... of  facilities. . .and  staff.... 

The  idea,  as  expressed  by  Mr.  Smith  of  California,  was 
that  "all  who  are  qualified  should  be  able  to  receive 
medical  treatment. nl7 

With  regard  to  reservists,  there  was  a big  struggle  over 

coverage  for  retirees.  The  Senate  version  of  the  bill 

continued  to  exclude  those  Title  III  reserve  retirees  who  did 

not  have  eight  or  more  years  of  active  duty.  Mr.  Hebert  pointed  out 

that  the  House  committee  "could  find  no  rationale  for  the 

H 
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8-years  limitation  and  thus  extended  coverage  under  the  new 

*i  Q 

program  to  all  Reserve  retirees".  ° 


The  House  Conference  Report  No.  2064  reported 

The  Department  of  Defense  estimates 
that  this  action  will  provide  coverage 
to  an  estimated  4,6^0  reservists  at  a 
first  full  fiscal  year  cost  of  approxi- 
mately $700,000  annually  as  the  bill  was 
finally  agreed  to. ^9 


Mr.  Bray  of  Indiana  assured  Congress  that 

this  will  boost  the  morale  of  the 
dedicated  reservists  who  have  been 
so  buffetted  about  by  the  flip-flop 
decisions  of  the  Department  of  Defense.... 


Mr.  Rivers  of  South  Carolina  contributed  his  views  in  pushing 
for  acceptance  of  the  bill. 


...we  have  established  the  rule  that 
military  pay  will  not  fall  behind  civil 
service  pay  again... we  are  making  sure 
that  the  medical  care  available  zo 
dependents  of  military  personnel  shall 
be  equal  to  the  medical  care  prowled 
civilian  Government  employees. . ..^ 


Mr.  Cobser  of  California,  quoted  from  a booklet  published 

by  the  Fleet  Reserve  Association: 

What  the  serviceman,  active  and  retired, 
wants  is  not  just  to  get  a benefit,  but 
to  be  upured  that  he  will  continue  to 
get  it. 
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It  had  long  been  the  practice  tor  mUi<*ry  and  naval  « c. 

facilities  to  provide  hospitalization  and  outpatient  care 
for  the  dependent  of  active  duty  nepers  - at  least  on  a 
space  available  basis. 


It  .ss  estimated  that  before  19*  approximately  4C*  of  such 
dependents  did  not  have  access  to  those  facilities  - 
principally  for  reasons  of  geography  and  existing  vorXloa  . 


Use  of  civilian  hospitals  by  military  dependents  was  authorized 

ty  the  Dependents'  Medical  Care  hot  of  19*.  — 

„ to  hospital  benefits  for  that  significant 
equalise  access  to  hospiu* 

. on  or  near  major  military  posts, 

portion  who  did  not  live  on  or  neur 


. , x.he  efforts  of  Federal  civilian 
The  1956  Act  stimula  e enacted 

employees  to  gain  equivalent  covers.  The 

CttT®  which, 

feature  of  extensive  out-patient 
included  a ne  hospitals. 

for  the  military  > was  limited  only  to  mill  -ary 


e of  the  Military  Medical  benefits  Act  of  19* 

The  purpo3  dependents  of 

was  to  provide  out-patient  care  not  only 

„ hut  alec  for  retirees  end  their  dependent.  - 

active  members  but  als 

including  Title  HI  Reserve  retirees  drawing  reUremen  . 
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The  intent  also  was  to  provide  to  the  military  the  same  level 
of  care  available  to  Federal  civilian  employees  through 
their  high-option  Blue  Cross/Blue  Shield  coverage.  The  1966 
Act  went  further  than  the  civilian  coverage  (or  for  that 
matter,  exceeded  exemplary  industrial  coverage)  by  providing 
financial  assistance  for  active  duty  personnel  whose 
dependents  were  physically  or  mentally  handicapped.  Part 
of  the  justification  of  this  added  benefit  was  to  offset  the 
inability  of  service  personnel  to  meet  State  residence 
requirements  to  qualify  for  dependent  admission  to  state 
institutions.  (Since  military  members  were  e.  empt  from 
State  income  taxes  in  the  State  in  which  assigned  duty,  if  other 
than  home st ate,  the  thought  was  that  qualifying  for  residence 
for  admission  to  a State  institution  would  make  the  family 
subject  to  tax  in  that  state.) 

Although  military  retirees,  to  include  reserve  retirees,  had 

been  eligible  for  all  types  of  medical  care  on  a space- 

available  basis,  their  dependents  had  to  go  elsewhere  for 

treatment  of  chronic  diseases  or  nervous  disorders.  The 

1966  Act  authorized  coverage  identical  to  that  for  active 
23 

duty  dependents. 
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Another  liberalization  of  coverage  directly  attributable 

to  the  emotionally-charged  environment  of  the  Vietnam  era 

v 

was  this  amendment  to  Ti*le  10  by  adding  section  (g)  to 

paragraph  1079  of  chapter  55: 

(g)  W’hen  a member  dies  while  he  is 
eligible  for  receipt  of  hostile  fire  pay 
under  section  310  of  Title  37,  United 
States  Code,  or  from  a disease  or  injury 
incurred  while  eligible  for  such  pay,  his 
dependents  who  are  receiving  benefits 
under  a plan  covered  by  subsection  (d)  of 
this  section  (i.e,  dependents  who  are 
physically  handicapped  or  mentally 
retarded)  shall  continue  to  be  eligible 
for  such  benefits  until  they  pass  their 
twenty-first  birthday. 


Mr.  J.  Fred  Buzhardt,  General  Counsel  to  DoD  in  1971, 

in  a DoD  letter  to  Mr.  John  Stennis,  Chairman  of  the  Senate 

Armed  Services  Committee,  supported  this  proposed  legislation 


to  provide  continued  financial  benefits  to  mentally  retarded 

and  physically  disabled  dependents  of  members  who  were  killed 

or  disabled  by  hostile  fire. 

...the  unintended  results  of  the  present 
law  places  additional  burdens  on  the 
dependents  of  men  who  have  given  their 
lives  in  the  service  of  their  country 
at  a time  when  the  depwidents  are  least 
able  to  bear  them...,  ^ 
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One  of  the  provisions  of  the  Military  Selective  Service  Act 

of  1971  required  that  the ^Secretary  of  Defense  and  the 

Secretary  of  Health,  Education  and  Welfare 

...conduct  a joint  study  of... meeting 
medical  needs  of  the  Armed  forces  through 
means  which  would  require  less  dependence 
on  medical  personnel  of  the  Armed  Forces 
. . .under  contracts. . .medical  profession 
...recommendations... submitted  to  the 
President. ..not  later  than  six  months 
after  the  date  of  enactment  of  this 
subsection  .2^ 


This  report  has  not  been  found. 


A new  Survivor  Benefit  Plan  passed  the  Congress  in 
September  1972 .2? 


The  following  year,  the  last  Vietnam -oriented  medical 

proposal  became  law.  This  one  provided  for  medical  care  for 

dependents  of  veterans  who  had  been  totally  and  permanently 

disabled  and  for  dependents  of  veterans  who  died  as  a result 

28 

of  service-connected  disability. 

While  those  last  two  actions  have  no  particular  effect  on 
reservists  they  do  conclude  the  chronology  of  enacted  medical 
legislation  through  December  1977.  The  chronology  will 

The  next  section  briefly  describes  some  of  the  problem 
resulting  from  inter-service  differences  in  medical  coverage 
for  reservists. 


1 


PART  IV  - INTERSERVICE  DIFFERENCES  IN  MEDICAL  COVERAGE  FOR  RESERVISTS 


Despite  legislative  endeavors  almost  annually  for  the  past 
fifteen  years,  significant  variances  still  exist  between  the 
services  on  medical  coverage  for  reservists.  Historically,  the 
Navy/Marine  Corps  have  had  one  set  of  provisions  and  the  Army 
another  set.  The  Air  Force  has  followed  Army  practice.  The 
Coast  Guard's  provisions  are  modeled  after  those  of  the  Navy 
although  the  Coast  Guard's  needs  have  historically  been  met  by 
the  Public  Health  Service  during  peacetime. 

The  example  of  continuation  of  pay  and  allowances  while  hospitali- 
zed is  just  one  situation  but  serves  to  illustrate  component 
differences.  In  the  case  where  a reservist  is  hospitalized  as 
the  result  of  an  injury  incurred  during  inactive  duty  training 
(the  typical  weekend  drill)  all  the  services  will  provide  for 
necessary  hospitalization.  The  difference  arises  in  that  the 
Army  and  Air  Force  will  continue  pay  and  allowances  during 
hospitalization  for  a period  extending  six  months  beyond  the 
termination  of  existing  orders  while  the  Navy/Marine  Corps 
continue  pay  only  through  the  period  of  existing  orders  (i.e., 
that  drill  weekend).  In  both  cases,  during  continued  hospitaliza- 
tion, the  reservists  would  be  eligible  only  lor  subsistence. 

(And,  officers  are  required  to  reimburse  the  cost  of  that  sub- 
sistence.) 

The  legislative  background  for  this  difference  goes  back  to  19<2^ 
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(see  page  ?)•  No  such  comparable  legislation  was  ever  adopted 
for  the  Navy. 

Other  differences  in  medical  entitlement  exist,  by  component, 
depending  on  whether  the  Guardsman/Reservist  is: 

o on  active  duty  training  for  30  days  or  less 

or  is 

o on  inactive  duty  training 
and  whether  he/she 

- contracts  a disease,  or 

- is  injured 

either 

- while  in  training,  or 

- while  traveling  to  or  from 

and  is 

- hospitalised 

- temporarily  disabled 

- permanently  disabled 

and  whether  the  disability  relates  to  military  duties  or  to  the 
reservist's  civilian  occupation,  and  whether  the  component 


member: 


dies  as  a result  of  disease  incurred  or 


aggravated  while  going  to  or  from; 


- dies  as  a result  of  injury  incurred. 


By  1962,  a lengthy  act  (the  revision  of  Title  j'7  USC)  had 
been  developed,  the  Pay  and  Allowances  of  the  Uniformed 

Services.  Unfortunately,  consistency  was  still  elusive.  _n 
the  following  example,  five  of  the  seven  Reserve  Components 
of  the  "Uniformed  Services"  had  a uniform  policy.  A member 
of  the  Army  Reserve,  Air  Force  Reserve,  Navy  Reserve,  Marino 
Corps  Reserve,  and  Coast  Guard  Reserve  is  entitled  to  the 
pay  and  allowances  applicable^  to  a member  of  the  Regular 
force  whenever : 


(l)  he  is  called  or  ordered  to 
active  duty  {'other  than  for 
training.  . .)  for  .... 
more  than  jO  days,  and  is 
disabled  in  line  of  duty 
from  disease . . . ; or 

(.’)  he  is  called  or  ordered  to 
active  duty,  or  to  perform 
inactive-duty  training,  1'or 
any  period  of  time,  and  is 
disabled  in  line  of  duty 
from  Injury,  , . (emphasi s 
added) . 


Separate  paragraphs  were  required  to  reflect  similar  en- 
titlements for  the  National  Guard/Air  Guard. 

Title  37,  Section  204(c)  specifies  that  while  a Guardsman  is 
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entitled  to  basic  pay  from  the  date  when  he  appears  at  the  place 
of  company  rendezvous",  no  expenditure  is  authorized  "before 
arriving  at  the  place  of  rendezvous  that  i’v  not  authorized  by 
law  to  be  paid  after  arrival  at  that  place."  ' 

That  is  interpreted  to  mean  that  there  is  no  medical  coverage 
for  Guardsmen  enrout.e  to  drills  and  before  reporting  for  duty. 

Air  National  Guard  Regulation  100-01  sets  forth,  for  Air  Guards-  • 
men  who  require  medical  treatment,  their  eligibility  when  they 
are  on  State  duty  as  well  as  when  they  are  In  Federal  status. 

In  the  case  of  a Guardsman  ho  is  ill  or  inured,  one  of  the  vital 
determi nations  always  is  whether  he  is  on  State  or  Federal 
duty.  The  determination  of  Federal  duty  is  universally  re- 
garded as  providing  the  more  advantageous  medical  and  disability 
benefits  than  those  available  in  State  duty  that  translates  to 
Workers 1 Compensation  coverage  that  varies  by  state. 

National  Guard  regulations  specify  that: 

technicians  wtto  are  injured  in  the  scope 
of  t.lieir  Army  National  Guard  civilian  em- 
ployment- are  not  authorized  medical  care 
. . . but  are  entitled  to  medical  care  under 
the  Federal  Employees  Compensation  Act,  . 

Chapter  l‘>  of  Title  United  States  Code. 

According  to  the  DoD  pay  manual: 

Entitlement  to  active  duty  pay  and  allowances 
and  medical  benefits  commensurate  with  the 
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regular  forces  i s not  affected  by  resumption  of 
normal  civilian  oceupatior^,  includes  Govern- 
ment civilian  occupation. 


Nevertheless,  many  medical  claims  for  reservists  have  to  be  adjudi- 
cated on  a case-by-case  basis  each  year  instead  of  being  processed 
by  procedures  derived  from  a consistent  DoD  policy  covering  all 
Reserve  Components. 

The  Comptroller  General,  faced  with  so  many  different  cases, 
nas  provided  some  constructive  administrative  guidance. 


. . . the  standard  to  be  applied 
in  determining  the  duration  of  the 
member's  entitlement  to  pay  and 
allowances  is  his  inability  to 
perform  his  military  duties  and 
not  the  duties  ^of  his  civilian  em- 
ployment. . . 


In  simplest  terms  medical  care  for  a reservist  can  be  regarded  as 
limited  — and  properly  so.  After  all,  he  is  in  't  a part- 
time  employee,  and  as  such  could  r.ot  be  expected  to  receive  all 
the  benefits  of  bis  full-time  counterparts. 


It  is  true  that  when  a reservist  is  serving  on  a full-time  basis 
as  defined  in  the  legislation  as  being  under  orders  for  a period 
of  more  than  jO  days,  he  receives  the  same  coverage  as  a regular 
active  duty  member  (and  so  do  his  dependents). 


63 


II 


What  is  not  clear,  not  widely  known,  not  broadly  understood,  is 
the  nature  and  extent  of  reserve  member  and  dependent  coverage  in 
the  more-typical  weekend  drill  and  summer  training  periods.  Fur- 
ther confounding  the  understanding  are  some  differences  among  the 
services,  less  extensive  coverage  for  disease  than  for  injury,  the 
distinction  between  "during  training"  and  traveling  "to  and 
from" , 

Differences  between  components  might  once  have  been  functional 
and  rational,  but  this  chronology  would  point  more  to  historical 
accident,  legislative  oversight,  and  administrative  interpreta- 
tion. 

This  helps  to  explain  (but  doesn’t  excuse  the  fact)  that  one 
cannot  locate  a simple,  straight-forward  exposition  of  reserve 
medical  benefits. 

What  is  clear  is  that  the  ruling  hand  of  past  practices  and 
the  parochial  positions  of  the  individual  services  still  hold 
sway  over  the  (relative)  simplicitythat  could  be  achieved  with 
a single  DoD  policy.  There  is  consistency  in  treatment  with 
respect  to  medical  coverage  for  dependents  of  all  services  — 
but  not  for  reservists  of  all  services.  Thus,  it  seems  almost 
unnecessary  to  observe  that  a single  set  of  uniform  and  consistent 
provisions  for  reserves  is  long  past  due.  But,  it  is  not  for  lack 
of  recognition  that  this  lack  of  uniformity  in  the  uniformed 
services  lingers  on.  The  file  of  proposals  to  rectify  the 
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situation  goes  back  many  years.  Congressional  interest  in  re- 
moving inequities  in  medical  coverage  for  reservists  continues. 

In  January  197Y,  Representative  Montgomery  introduced  HR  96 
"to  authorize  additional  medical  and  dental  care  and  other  related 
benefits  for  reservists  and  members  of  the  National  Guard,  under 
certain  conditions,  and  for  other  purposes."  Virtually  identical 
bills  had  been  introduced  almost  every  year  for  15  years  past. 

HR  ^020  and  HR  9^32,  also  in  the  95th  Congress  (1st  Session 
1977))  were  similar  attempts  to  reduce  historical  variances  in 
medical  voerage  of  reservists  among  the  services. 

In  August  1973>  the  Congress  passed  the  Veterans  Health  Care 
Expansion  Act  of  1973.  Included  in  the  act  was  the  requirement 
calling  for  the  National  Academy  _ Df  Science  to  "conduct  an  ex- 
tensive review  and  appraisal  of  personnel  and  other  resource  require- 

11  6 

ments  of  the  Veterans  Administration.  The  results  of  that  compre- 
hensive four-year  st  .ay  were  published  in  June  1977  under  the 
title,  "Health  Care  for  American  Veterans."  Although  it  is  not 
possible  or  appropriate  to  discuss  all  the  conclusions  here,  two 
that  are  disappointing  (from  the  taxpayer's  standpoint)  will  be 
mentioned. 

The  study  stated: 

Because  the  number  of  veterans  who  will  re- 
quire long-term  care  and  geriatric  services  will 
double  in  the  next  IQ. years,  and  almost  triple 
in  20,  this  already  large  VA  responsibility  is 
almost  certain  to  expand  greatly  in  the  next 


10-20  years.  It  probably  will  not  be  affected  sig- 
nificantly by  federal  health  insurance  legislation 
likely  to  be  enacted  in  the  next  few  years. 
(Emphasis  added)  7 


The  study  also  indicated  that  Congressional  intent  as  expressed  in 


the  National  Health  Planning  and  Resources  Development  Act  of 

1974,  to  foster  cooperation  among  all  hospitals , VA  and  non-VA,  to 

8 

minimize  duplication  and  waste  --  is  simply  not  taking  place. 


In  view  of  the  inevitable  evolution  to  national  health  care, 
cooperation  cannot  start  too  soon.  DoD,  with  its  actions  in  the 
past  20  years,  has  been  cooperating  increasingly  with  civilian 
facilities  go  as  to  ensure  that  military  and  their  eligible 
dependents  are  provided  nece&sary  medical  services. 


The  VA  Administrator's  response,  required  by  the  initiating 

legislation,  was  published  in  September  1977  (and  was  even 

9 

longer  than  the  Study).  It  appeared  to  affirm  the  intent  of 
the  VA  to  "continue  to  march."  This,  despite  the  major  critic- 
ism to  the  effect  that  more  than  8($  of  all  the  medical  care  provided 
is  for  non-service-connected  disabilities.  In  other  words,  the 
VA,  in  responding  to  its  clients,  is  serving  a population  rather 
different  from  what  it  was  orginally  established  to  serve  -- 
and  even  under  its  new  and  dynamic  administrator,  is  not  planning 
to  change. 


"***»*.*, 


At  the  present  time,  no  service  is  keeping  records  of  reservist 
usage  of  m;dical  facilities  during  weekend  drills.  Neither  the 
benefits  to  the  reservist  (of  medical  couhsel  or  minor  treatment 
most  often  on  non-service  connected  ailments)  ncr  the  actual 
costs  (or  deferred  benefit  values)  can  be  determined  until 
existing  data  collection  systems  are  refined. 

Where  data  are  available,  that  is,  for  active  duty  personnel 
and  their  dependents,  there  are  some  significant  differences, 
by  scope  and  extent  of  medical  care  provided.  For  example, 
apparently  the  Navy  renders  far  less  dental  care  to  dependents 
than  do  other  services,  less  than  10%  compared  with  about  25% 
for  the  Army  and  Air  Force.  The  Navy  apparently  considers  it 
an  active  duty  benefit  and  doesn’t  hesitate  to  invoke  "the 
limitations  of  staff  and  space";  the  Army  appears  to  display  the 
attitude  of  wanting  to  take  care  of  its  entire  "family."  The 
only  purpose  in  mentioning  these  observable  characteristics  of 
medical  support  for  active  duty  personnel  is  to  suggest  that 
such  variations  are  likely  to  carry  over  into  their  support  of 
the  reserves. 

As  of  December  1977,  the  entire  DoD  health  care  delivery  system 
was  reportedly  serving  10  million  beneficiaries  at  a cost  in 
excess  of  $3  billion  annually.^  Roughly,  the  beneficiary 
count  is  as  follows: 

2.1  - active  duty  military  personnel 

2.3  - their  dependents 

5.6  - retirees  (both  active  and  reserve)  and  their 
eligible  dependents 

|| 
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What  would  seem  to  be  required  is  the  same  sort  of  high-level 
joint-service  participation  that  provided  the  foundation  for  the 
Dependents'  Medical  Care  Act  more  than  20  years  ago.  Such  an  ef- 
fort, by  professionals,  is  the  only  way  to  handle  such  a complex 
subject.  Otherwise  the  well-intentioned  but  piecemeal  "fixes" 
will  continue  to  demand  evaluation  and  response  time  without 
resolving  the  basic  problem  of  achieving  total  consistency  of 
medical  coverage  among  the  reserve  components. 

Certainly,  the  DoD  Office  of  Health  Affairs  could  be  aided  materially 
in  such  a task  force  approach  by  representatives  from  the  Veterans 
Administration  is  well  as  the  Public  Health  Service. 
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RCSS 

ISSUE  PAPER 

January  1978 

MEDICAL  BENEFITS  FOR  RESERVISTS  AND  THEIR  DEPENDENTS 

Legislative  Authority.  10  USC,  3721  for  USAR  and  ARNG; 

10  USC,  6148  for  USNR  and  USMCR;  10  USC,  8721  for 
USAFR  and  ANG;  14  USC,  755  for  USCGR;  32  USC,  318  for 
the  National  Guard;  and  38  USC,  874  for  Veterans. 

Purpose.  To  determine  whether  the  existing  medical  bene- 
fits are  appropriate  elements  of  the  compensation  system 
for  reservists  and  their  dependents. 

Background.  Current  entitlement  of  medical  benefits  for 
reservists  are  identified  in  Title  10  USC  and  in  the 
1962  Act  entitled  Pay  and  Allowances  of  the  Uniformed 
Services. 1 

The  1962  Act  provided  members  of  the  Army  Reserve,  Air 
Force  Reserve,  Coast  Guard  Reserve,  Marine  Corps  Reserve 
and  Naval  Reserve  entitlement  to  the  same  pay  and  allow- 
ances as  members  of  the  regular  force.  Conditions  for 
entitlement  to  modical  benefits  are  1)  whenever  a reserv- 
ist is  on  extended  active  duty  for  more  than  30  days  and 
is  disabled  in  line  of  duty  as  a result  of  a disease,  or 


1 76  Stat  458  (1962);  PL  87-649. 
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2)  whenever  a reservist  is  performing  training  (inactive 
duty  and/or  active  duty  for  training)  for  any  period  of 
time  and  is  disabled  in  line  of  duty  as  a result  of  an 

injury 

The  1962  Act  additionally  provided  members  of  the  National 
Guard  (ARNG  and  ANG)  entitlement  to  the  same  pay  and 
allowances  as  members  of  the  regular  force.  Conditions 
for  entitlement  to  medical  benefits  are  1)  whenever  a 
guardsman  is  performing  duty  in  excess  of  30  days  and  is 
disabled  in  line  of  duty  as  a result  of  a disease , or 
2)  whenever  a guardsman  is  performing  duty  for  any  period 
of  time  and  is  disabled  in  line  of  duty  as  a result  of  an 
injury. 

The  distinction  between  these  two  categories  of  medical 
benefits  is  that  reservists  (other  than  guardsmen)  are 
not  covered  during  periods  of  training  if  they  are 
hospitalized  as  a result  of  a disease  --  they  are  only 
covered  for  injury. 

The  legislative  history  of  medical  benefits  for  the 
reserves  is  shorter  than  that  for  active  duty  personnel. 

It  wasn't  until  1 836 1 that  the  reservist  became  entitled, 


1 5 Stat  7 (1836);  PL  24  - Chap  44. 
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by  law,  to  be  treated  for  wounds  while  in  the  service 
of  the  United  States. 

The  National  Defense  Act  of  1916^  established  the 
Officer  Reserve  Corps  and  the  Enlisted  Reserve  Corps. 
Among  the  provisions  given  by  the  Act,  an  officer  in  the 
Reserve  Corps  was  allowed  a pension  only  for  a disability 
incurred  in  the  line  of  duty  and  while  in  active  service. 
The  enlisted  reservist,  on  the  other  hand,  had  the  same 
pension  entitlement  as  the  officer  and  was  also  allowed 
a pension  if  injured  while  traveling  under  orders  to 
and  from  place  of  duty. 

The  extension  of  medical ’“coverage  was  given  to  the 

2 

National  Guard  and  the  Army  Reserve  in  1923. 

In  19393  Army  reservists  (officers,  warrant  officers, 
and  enlisted  men)  who  were  ordered  into  active  military 
service  for  more  than  30  days  and  who  suffered  disability 
or  death  in  line  of  duty  from  disease  or  injury  - were 
to  receive  the  same  pensions,  compensation  retirement 
pay  and  hospital  benefits  as  the  Regular  Army.  Some  18 
months  later  the  Navy  passed  similar  legislation  for 
Navy  and  Marine  Corps  reservists. 

1 39  Stat  190  (1916);  PL  64-85. 

2 42  Stat  1508  (1923);  PL  67-532. 

3 53  Stat  557  (1939);  PL  76-18. 
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By  Executive  Order  in  1939, ^ the  Veterans  Administratioi 

was  made  responsible  for  the  administration  and  payment 

v 

of  benefits,  but  determination  of  the  extent  of  dis- 
ability and  if  it  was  incurred  in  the  line  of  duty  were 
to  be  made  by  the  Secretary  of  War. 

Dependents  of  Army  personnel  had  traditionally  been 
taken  care  of  by  Army  physicians,  but  it  wasn't  until 
1884  that  legislation^  confirmed  this  practice.  The 
dependents  of  Navy  and  Marine  Corps  active  duty  personnel 
were  not  entitled  until  1943  (to  include  Coast  Guard). 

Air  Force  dependent  coverage  was  derived  from  the  basic 
1884  Army  statute. 

Dependent  medical  care  varied  among  the  services,  (i.e., 
the  Navy  did  not  treat  dependents  who  had  contagious 
diseases  - the  Army  did:  the  Navy  did  not  provide  hos- 
pitalization for  nervous  or  mental  disease  - the  Army 
did;  and  Coast  Guard  dependents  received  free  treatment 
only  at  Public  Health  Service  facilities).  The  recog- 
nition of  the  need  to  formalize  this  coverage  and  the 
need  to  make  it  consistent  among  the  services  brought 
DoD  action  in  the  early  1950's.  After  many  years  of 


1 E.O.  8099,  April  28,  T39;  President  Roosevelt. 

2 23  Stat  112  (1884);  V:  *8  - Chap  217. 
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effort,  a joint-service  task  force  developed  a uniform 
statutory  basis  for  furnishing  medical  care  to  depend- 
ents. This  becalhe  the  Dependents'  Medical  Care  Act*  .of 
1956.  Those  eligible  were  dependents  of  regulars  and 
reserves  on  active  duty  foT  more  than  30  days  (eligi- 
bility of  dependents  terminates  when  active  duty  ends); 
dependents  of  members  (to  include  reservists)  who  died 
while  on  active  duty;  dependents  of  retired  members  and 
those  who  died  while  retired. 

Discussion.  Medical  coverage  for  reservists  has  many  • 
variations  in  entitlement  among  Reserve  Components 
concerning  treatment,  hospitalization,  transportation, 
and  continuation  of  pay  and  allowances. 

Unlike  dependent  medical  care,  numerous  inconsistencies 

4 

concerning  entitlement  and  coverage  prevail  for  reserve 
members.  For  example,  if  a reservist  is  hospitalized 
as  the  result  of  an  injury  incurred  during  inactive  duty 
training,  all  the  components  will  provide  for  necessary 
hospitalization.  The  differences  arises  in  that  the 
Army  and  Air  Force  will  continue  pay  and  allowances 
during  hospitalization  for  a period  extending  six  months 
beyond  the  termination  of  existing  orders  while  the  Navy/ 


1 70  Stat  250  (1956);  PL  84-569,  Dependents' 

Medical  Care  Act. 
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Marine  Corps  continue  pay  only  through  period  of  exist- 
ing orders  (i.e.,  IDT).  In  both  cases,  during  continued 
hospitalization  the  reservists  would  be  eligible  only 
for  subsistence  (officers  are  required  to  reimburse 
the  cost  of  that  subsistence). 

However,  some  of  the  basic  differences  are  whether  the 
guardsman/reservist  is  on  EAD  for  more  than  30  days  as 
opposed  to  training  (IDT/ADT);  whether  hospitalization 
is  a result  of  disease  or  injury;  and  whether  the  disease 
or  injury  is  the  result  of  training  or  occurred  while 
traveling  to  or  from  the  place  of  duty.  For  a guards- 
man, an  additional  consideration  is  whether  he  is  on 
Federal  duty  or  on  State  duty.  In  the  latter  case,  he 
may  be  covered  under  Workmen's  Compensation  for  the  State. 

Another  problem  has  to  do  with  disability  coverage  of  a 
reservist  on  duty.  The  judgment  on  disability  relates 
only  to  his  ability  to  perform  his  functions  in  the 
reserve  --  not  to  his  capability  to  resume  his  primary 
occupation  as  a civilian. 

Throughout  recent  years,  Congress  has  shown  an  interest 
in  reducing  these  variations  and  perceived  inequities 
for  reservists.  Bills  introduced  in  Congress  such  as 
HR  96,  HR  4020,  and  HR  9432  (which  were  all  introduced 
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in  the  1st  Session  of  the  9Sth  Congress)  were  attempts 
to  correct  inequities.  However,  none  of  these  has  been 
enacted. 

Medical  coverage  for  the  reserves  has  evolved  to  its 
present  form  through  a fragmented  approach.  Fortunately, 
Regular  Force  members  and  their  dependents  do  have  a 
standardized  medical  program. 

The  fragmented  state  of  the  current  medical  coverage 
for  reserves  and  the  existing  variations  among  compo- 
nents, the  RCSS  cannot  conclude  that  medical  coverage 
is  an  appropriate  and  functional  element  of  existing 
compensation  for  reservists. 

In  summary,  it  is  obvious  that  a single  set  of  uniform 
and  consistent  provisions  for  reserve  medical  coverage 
is  long  past  due. 

Recommendation.  The  RCSS  has  determined  that  what  is 
required  is  the  type  of  high-level,  joint  service  task 
force  that  provided  the  foundation  for  the  Dependents' 
Medical  Care  Act  more  than  20  years  ago.  Such  an  effort 
by  medical,  legal,  professional  and  administrative 
personnel  (including  representatives  from  the  Veterans 
Administration  and  Public  Health  Service)  would  be  the 
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best  way  to  resolve  such  a complex  issue.  Otherwise 
the  well-intended  but  piecemeal  "fixes"  will  continue 
without  resolving  the  basic  problem;  that  of  achieving 
total  consistency  of  medical  coverage  among  the  Reserve 
Components. 


RCSS 

Legislative  History 
2 June  1977 


POST  EXCHANGES 

*»  | i -i  1 1 

Purpose.  To  show  the  history  of  the  development  and 
extension  of  post  exchange  privileges  to  reservists. 

Legislative  Authority.  No  statutory  provision,  only 
Military  Department  regulations. 

rack ground.  The  history  of  the  Post  Exchange  parallels 
that  of  the  Commissaries.  (See  RCSS  Background  Paper 
of  - 10  May  1977  on  Commissaries.)  In  l80o  Congress 
recognized  that  soldiers  needed  facilities  on-post 
where  food,  beverages,  and  merchandise  could  be  pur-  - 
chased  and  where  the  men  could  relax  and  enjoy  them- 
selves. Congress  then  made  provision  for  the  opera- 
tions of  a vendor  know  as  a sutler;  and  for  certain 
welfare  and  recreation  activities;  placing  them  under 
the  control  of  the  commanding  officer.1  They  also 
established  rules  and  articles  for  the  Annies  of  the 
United  States  stating  that  if  the  reserves  (then 
known  as  militia)  were  receiving  pay  from  the  United 
States  they  would  be  subject  to  the  same  rules  and 
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articles  as  the  regular  forces."  Because  of  the 
monopoly  position  that  the  sutler  enjoyed  (posts  were 

in  remote  locations)  he  frequently  sold  inferior  raer- 

v 

chandise  at  high  prices,  encouraged  the  soldier  to 
buy  liquor,  and  further  enriched  himself  by  selling 
on  credit  and  charging  high  interest. 3 

The  armaments,  clothing,  and  salary  of  all  units 

inducted  became  the  responsibility  of  the  federal 

government  in  1861.  At  this  time  when  the  militia 

was  called  to  active  service  they  were  allowed: 

the  same  pay,  rations,  and  allowances 
for  clothing  as  are  or  may  be  estab- 
lished by  law  for  the  army  of  the 
United  States.  * 

With  more  troops  coming  into  the  forts  at  the  onset  of 
the  Civil  War,  corrupt  practices  by  the  sutlers  had 
increased  to  such  a proportion  causing  Congress  to  pass 
an  act  abolishing  the  sutler  system.  This  Act  also 
designated  the  subsistence  department  of  the  Amy  to 
perform  the  functions  previously  performed  by  the  sut- 
lers. because  of  inadequate  supplies  and  insufficient 
funds,  the  department  was  not  able  to  carry  out  its 


functions.  This  led  the  way,  once  again,  for  the  sut- 
ler, now  know  as  the  Post  Trader,  to  sell  for  his 
own  profit. 

In  the  Act  of  1870,  William  W.  Belknap,  Secretary 
of  War,  recommended  a provision  authorizing  the 
Secretary  of  War 

to  permit  one  or  more  trading  estab- 
lishments at  any  military  post  not  in 
the  vicinity  of  any  city  or  town,  when 
in  his  Judgment  such  establishment  is 
needed  for  the  accommodation  of  emi- 
grants, freighters  and  other  citizens  6 

and  persons  were  to  be  appointed  to  manage  such  trading 

establishments . 

Impeachment  charges  were  brought  against  Secretary 

of  War  Belknap  for  accepting  bribes  from  post  traders  and 

he  resigned  from  his  office.  This  scandal  forced  Congress 

to  take  action  and  slowly  the  power  of  the  Post  Trader 

dwindled.  Although  not  every  military  post  had 

one,  post  traders  continued  to  operate  stores  on 

military  posts  until  1893  when  Post  Tradership  was 
7 

abolished. 

Colonel  Henry  A.  Morrow  the  commander  of  the  21st 
Infantry  Regiment,  formally  opened  the  first  canteen, 
in  i860,  at  Vancouver  Barracks.  It  was  modeled  after 
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the  English  system,  which  included  a wet  canteen 
and  a dry  canteen.  The  wet  canteen  was  more  of  a 
social  club  with  a library  and  reading  room,  a game 
and  refreshment  room  where  food  and  drink  could  be 
purchased  at  low  prices.  The  soldier  was  charged  a 
monthly  fee  for  this  canteen.  The  dry  canteen  was 
similar  to  the  post  trader's  store  but  merchandise 
was  sold  at  a small  mark-up  above  cost  and  profits 
went  for  the  benefit  of  the  soldiers. 

The  canteen  proved  to  be  a success  becoming  self- 
supporting.  More  men  began  to  spend  their  off-duty 
time  there,  and  the  number  of  disciplinary  cases  were 
reduced.  (Colonel  Morrow's  decision  to  introduce  can- 
teens came  about  after  he  had  observed  many  of  his 
soldiers  visiting  unsavory  places  in  town,  neglecting 
their  duties  and  losing  their  military*  bearing.)  This 
led  to  other  canteens  being  opened  at  other  posts. 

The  Assistant  Adjutant  General,  Major  Theodore 
Schwan.  was  instructed  by  the  Secretary  of  War  to 
prepare  a report  on  canteens  and  post  traders.  His 
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report  of  31  December  1888  is  regarded  as  the  turning 
point  in  the  development  of  the  exchange  system.^ 

Major  Schwan's  recommendations  were  later  approved  by 
the  Secretary  of  War  and  published  in  the  General 
Orders.1®  The  purpose  of  the  canteen  was  to  supply  the 
troops,  at  moderate  prices,  with  such  articles  as  might 
be  necessary  for  their  use,  entertainment  and  comfort. 
The  canteen  also  allowed  room  for  gymnastic  exercises, 
billiards,  and  other  proper  games. ^ 

On  October  1,  lBdlj  the  Adjutant  General  recom- 
mended that  the  lovernment  provide  buildings  to  uccora- 

1"* 

modate  the  canteen  and  its  activities.  Consequently, 
ever  since  1902  Congress  has  made  regular  provision  in 
appropriation  acts1^  for  the  constru  :tion,  equipment 
and  maintenance  of  buildings  for  the  use  of  the  post 
exchange . 

In  1892,  the  Secretary  of  Wa~  changed  the  name  of 

H* 

the  Post  Canteen  to  Post  Exchange. 

One  of  the  most  comprehensive  military  measures 
was  passed  in  1910  with  the  National  Defense  Act.  It 
made  provisions  for  the  Officers'  Reserve  Corps,  the  En- 


listed  Reserve  Corps,  and  the  National  Guard  Reserve, 

stating  that  when  they  were  called  to  active  duty: 

for  purposes  of  instruction  and  training, 
and  during  the  period  of  such  active  ser- 
vice, instruction,  or  training,  (they  would 
receive)  all  the  authority,  rights,  and  pri- 
vileges of  like  grades  of  the  Regular  Army. 


Despite  the  expansion  of  the  armed  forces  in  World 
War  I,  the  operational  framework  of  the  post  exchange 
remained  unchanged.  It  was  judged  not  fully  capable 
of  handling  the  increased  demand. 


Nevertheless;  it  wasn't  until  19^1  that  the  Advisory 

Committee  on  Army  Exchanges  , under  the  chairmanship 

of  Karl  D.  Gardner,  confirmed  these  inadequacies  in 

a formal  report  to  the  Chief  of  Staff,  Here  it  was 

the  beginning  of  World  War  II  and  the  post  exchange 

system  could  not  meet  the  needs  of  a growing  military 

force.  The  report  stated: 

Because  efficient  operation  of  ex- 
changes is  such  an  important  factor 
in  building  morale,  the  organizing 
and  operating  of  exchanges  require 
the  management  of  a central  organi- 
zation in  the  War  Department  to 
initiate  policies,  provide  methods 
for  procuring  funds,  and  provide 
uniform  methods  of  operation,  per- 
sonnel, audit  and  control.  The 
head  of  the  central  organization 
must  have  the  authority  to  tarry 
out  policies  and  enforce  rules  and 
regulations.  16 
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Acting  upon  the  recommendations  of  the 
Advisory  Committee,  the  Army  Exchange 
Service  was  established  as  a separate 
agency  in  the  Morale  Branch  of  tfee 
War  Department  on  June  6,  1941,  The 
independent  exchanges  were  discontinued. 

The  value  to  the  organizations  and 
units  of  each  share  in  each  post  ex- 
change serving  these  organizations 
and  units  was  determined  at  the  close 
of  the  business  month,  July  19*+1. 

the  Army  Exchange  Service 

received  a fee  of  \ of  1$  of  the 
gross  sales  by  domestic  exchanges.  The 
proceeds  of  these  collections  were 
paid  into  the  Army  Exchange  Fund.  17 

This  exchange  system  was  tested  for  effectiveness  during 

the  combat  years  of  World  War  II  proving  itself  equal 

to  the  task. 


The  National  Security  Act  of  19^7  established  the 
Department  of  Defense  and  the  separate  Departments  of 
the  Army,  Navy,  and  Air  Force. On  May  l4,  19^9  the 
Secretary  of  Defense  authorized  the  joint  operation 
of  the  Army  and  the  Air  Force  exc  langes  and  other  re- 
lated activities.^ 


Navy  Ships'  Stores  became  official  governmental 
activities  in  1909.^  Navy  shore-based  exchanges 
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which  were  independent  entities,  came  under  the  control 

of  the  Navy  Department  in  1923  and  both  systems  were 

consolidated  under  the  Navy  Ships ' Stores  Office  in 

1946  and  194?.  The  Navy  has  a land-based  exchange 

and  the  Military  Sea  Transport  Service  (MSTS)  exchange 

which  are  funded  from  non- appropriated  monies,  while 

commissaries  and  Ship's  Stores  Afloat  operate  from 

21 

stock-funded  appropriated  monies. 

The  first  Marine  Corps  post  exchange  was 
established  in  1900. 

Because  the  Services  were  separate,  each  had 
its  own  regulations  pertaining  to  identification 
required  to  enter  the  exchange.  The  Army  and 
Air  Force  specified: 


****** 


The  patron  is  required  to  show  his 
military  identification  card.  If 
card  has  been  punched,  indicating 
inactive  status,  he  is  required  to 
show  evidence  of  Reserves  status 
such  as  official  orders  to  active 
duty.  The  patron  is  also  required 
to  sign  the  sales  slip  and  state 
thereon  his  military  serial  number 
and  address.  ^ 


Navy: 


All  patrons  purchasing  merchandise 
at  the  store  are  required  to  show 
identification  card  (military)  and 
give  their  file  or  service  number. 

In  the  case  of  Volunteer  Reserve 
personnel  a copy  of  orders  must  be 
shown  if  they  are  not  on  active 
duty.  2 ^ 

Marine  Corps: 

Due  to  the  fact  that  active  duty 
officers  are  carried  on  station 
lists,  rosters,  etc.,  and  identified 
by  their  own  cognizance,  as  well 
as  identification  cards,  these  officers 
are  authorized  to  purchase  items 
from  the  Uniform  Shop.  All  other 
categories  of  officers  (i.e.  Organized 
Reserve,  Inactive  Reserve,  Fl^et 
Marine  Force  Reserve,  and  retired 
list  officers)  are  cleared  by  Hdqtrs 
Marine  Corps  prior  to  acceptance  of 
special  order  (clothing)  requests. 

All  "in  person"  purchases  at  the  Uni- 
form Shop  are  identified  by  their 
identification  card,  as  well  as  personal 
cognizance.  ^ 


In  1949,  a subcommittee  of  the  House  Armed  Services 

Committee  (H.A.S.C.)  held  hearings  on  BoD  resale  activi- 
25 

ties.  Under  its  authority  to  conduct  inquiries  and 
investigations  relative  to  its  legislative  function  the 
sub-committee,  along  with  the  Military  Departments, 

developed  a regulation  which  later  became  the  DoD  Di- 

26 

rective,  Armed  Services  Exchange  Regulations.  During 
these  hearings  the  Army  and  the  Air  Force  called  atten- 
tion to  the  fact  that  non-regular  officers  of  the  Army 
and  Air  Force  permanently  disabled  in  service  and  who 
were  receiving  retirement  pay  from  the  Veterans  Adminis- 
tration, subject  to  the  UCNLT,  and  subject  to  being  called 
to  active  duty,  were  not  receiving  commissary  and  exchange 
privileges.  Also,  Army  and  Air  Force  widowB  were  denied 
these  same  privileges.  The  Navy  however,  authorized 
commissary  and  exchange  privileges  for  both  of  these 
groups. 

The  sub-committee  was  against  broadening  eligibility 
that  would  overcrowd  post  exchanges.  This  was  a concern 
not  shared  by  the  Services.  Later  the  sub-committee  con- 
cluded that  geographical  distribution  would  prevent  an 
overflow  of  people. 27  The  subcommittee  and  Services 
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agreed  to  extend  eligibility  to  non-regular  personnel 

retired  under  Title  III  (l$&8),  and  non-regular  personnel 

28 

retired  for  disability.  It  also  established  authorization 

for  limited  and  unlimited  privileges.  Among  those  who  were 

29 

authorized  unlimited  privileges  at  the  exchange  were: 

- members  of  the  Selective  Reserve  (and  their 
dependents  3Cj)  on  the  basis  of  one  day  of 
exchange  use~'prlvilege  for  each  day  of 
inactive  duty  training  performed31; 

- active  and  retired  military  personnel  and 
their  dependents*, 

- widows  of  and  their  dependents; 

- officers  and  enlisted  men  of  the  Armed 
Services  of  foreign  nations  when  on  duty 
with  U.S.  Armed  Forces  under  competent 
orders  issued  by  the  individual  Military 
Departments ; 

- veterans  v/ith  100$  service-connected  dis- 
abilities aricTtheir  dependents; 

- government  departments  or  agencies  outside 
the  DoD  when  the  local  commanding  officer 
agrees  that  supplies  or  services  can't  be 
procured  elsewhere  and  service  to  exchange 
customers  will  not  impaired. 

Others  authorized  limited  privileges  at  the  exchanges: 

- exchange  employees 

- civilian  employees  of  the  DoD  during  temporary 
duty  and  occupying  government  quarters  on  military 
installations; 

- active  duty  officers  and  enlisted  men  of  the 
Armed  Forces  of  foreign  countries  when  in  a 
U.S.  military  installation  are  entitled  to 
exchange  privileges  with  restriction  as  to 
the  quantities  of  merchandise  bought. 
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The  DoD  policy  requires  military  exchanges  in  CONUS 
to  be  self-sustaining  with  respect  to  the  payment  of  salaries 


V 

civilian  employees,  to  purchase  of 
operating  equipment  and  supplies,  the 
maintenance  of  all  equipment  used,  and 
the  payment  of  heat,  water,  light,  power 
and  other  utilities  furnished  by  the 
government.  Non-re imbur sable  support 
is  furnished  from  appropriated  funds 
in  such  areas  of  military  pay,  military 
pay,  military  medical  inspection  of 
exchange  food  outlets  and  of  the  ingre- 
dients used  in  those  outlets  and  medical 
examination  of  food  handlers,  barbers  and 
beauty  shop  operators.  These  inspections 
and  examinations  are  designed  to  protect 
the  exchange  customers.  Exchanges  are 
provided  security  and  fire  protection 
without  reimbursement.  They  are  also 
permitted  the  free  use  of  government- 
owned  buildings  in  which  to  conduct 
their  activities. 


The  Army-Air  Force  Exchange  Service  (AAFES)  organization 
consists  of  a major  headquarters  in  Dallas,  Texas,  with  direct 
command  lines  to  Area  Support  Centers  (ASC's)  throughout  CONUS. 
The  ASC's  conduct  procurement,  administrative,  and  logistics 
support  functions  for  the  various  exchanges  throughout  CONUS. 
The  individual  exchanges  operate  under  the  command  of  the  post 
or  base  commanders  on  whose  stations  they  are  located. 


AAFES  overseas  operations  are  conducted  under  the 


command  of  a Headquarters,  European  Exchange 


System  (EES) , 


U 
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a Headquarters,  Pacific  Exchange  System  (PACEX) , and 

an  Alaskan  Exchange  System.  The  overseas  operations 

are  essentially  subordinate  commands  of  the  European, 

Pacific,  and  Alaskan  military  commands,  although  they 

receive  exchange  policy  and  technical  direction  from 

the  Dallas  Headquarters.  Offshore  overseas  exchange 

from  Thule,  Greenland  to  Rio  de  Jansro,  Brazil  are 

under  the  technical  supervision  of  an  Offshore  Sup- 

33 

port  Office  in  Dallas,  Texas. 

The  Navy  Ship’s  Store  Office  in  Brooklyn  acts  as  a 

central  headquarters  issuing  policy  and  technical  direction. 

The  individual  exchanges,  are  under  the  command  of  their  respective 

* 

base  commanders.  The  Navy  Exchange  Service  Center  report  to 
the  central  NSSO  in  Brooklyn,  maintaining  area  coordination 

with  the  Naval  District  Commandant’s  Offices.  The  NEDC  does 

' 34 

not*have  direct  command  of  the  exchanges  which  it  services. 

The  Marine  Corps  Exi  hange  Service  has  decentralized 
operations,  receiving  policy  and  technical  direction 
from  a small  staff  in  Washington,  i .C.  Each  individual 
exchange  is  autonomous  both  in  its  procurement  and  its 
operation,  complying  with  the  provisions  of  the  centrally 
issued  Marine  Corps  Exchange  Manual 


Until  recently,  Congress  had  not  enacted  legislation 


authorizing  military  exchanges  and  defining  their  functions. 

The  absence  of  such  legislation  had  left  the  question  as 
to  whether  the  exchanges  were  governmental  or  private  in 
character.  Recent  legislative,  judicial,  and  executive  actions 
have  left  no  room  for  doubt  today  that  they  are  part  of  the  U.S. 
government.  In  19^2,  the  U.S.  Supreme  Court  found  that  the 
Army-Air  Force  exchanges," 

...are  arms  of  the  Government,  an 
integral  part  of  the  War  Department, 
and  partake  of  whatever  immunities 
it  may  have  under  the  Constitution 
and  Federal  statutes. 

In  1952, 


Congress  by  implication  recognized 
exchange  employees  as  Federal  em- 
ployees by  exempting  them  from  laws 
administered  by  the  Civil  Service 
Commission  (5  USC  150K  exempts 
civilian  employees  of  the  exchanges 
Civil  Service  Commission  and  the 
Federal  ilnployees  Compensation  Act. 
5 USC  150K-1  places  exchange  civil- 
ians under  the  Longshoreman' s and 
Harbor  Workers ' Compensation  Aci . ) 
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In  1957,  the  Army  and  Air  Force  Departments  stated, 

The  AAFES  is  an  instrumentality  of 
the ’United  States  entitled  to  the 
immunities  and  privileges  available 
under  the  Federal  Constitution  and 
statutes  to  the  departments  end  o 

agencies  of  the  Federal  Government...  ^ 


During  1970  the  total  force  concept  was  introduced  and 

its  application  was, 

geared  to  recognition  that  in  many 
instances  the  lower  peacetime  sus- 
taining costs  of  reserve  forces  units, 
compared  to  similar  active  units,  can 
result  in  a larger  total  force  for  a 
given  budget  or  the  same  size  force 
for  a lesser  budget.  In  addition,  at- 
tention will  be  given  to  the  fact  that 
Guard  and  heserve  Forces  can  perform 
peacetime  missions  as  a by-product  or 
adjunct  of  training  with  significant 
manpower  and  monetary  savings. 

then,  in  1973, 

Total  force  is  no  longer  a "concept." 

It  is  now  the  Total  Force  Policy 
which  integrates  the  Active,  Guard 
and  Reserve  forces  into  a homogenous 


The  Total  Force  concept  requires 
"full  time"  availability  and  fre- 
quent participation  which  means 
that  he  should  be  entitled  to  many 
of  the  same  privileges  of  his 
active  duty  partner.  1 
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On  May  8,  1973  > the  House  Armed. 

Services  Committee  approved  the 
DoD  request  that  members  of  the 
Selective  Reserve  be  authorized 
unlimited  exchange  privileges  on 
the  day  of  their  scheduled  drill 
periods.  This  extended  privi- 
lege was  requested  to  enhance  the 
prestige  of  the  Selective  Reserve 
and  to  improve  individual  parti- 
cipation  ^ 

Because  commanders  were  required  to  schedule  a full 
four  hours  of  training  for  each  training  period, 
it  was  realized  then,  that  although  Selective 
Reserve  had  the  right  to  use  the  exchange  with  un- 
limited privileges  they  could  not  exercise  this 
privilege  since  post  exchanges  were  opened  during 
that  training  period.  A commander  was  forced  to 
consider  either  giving  the  reservist  a break  period 
to  provide  accession  or  extend  the  training  day. 


Also,  whether  or  not  to  deny  the  reservist  privileges 
authorized  to  them  by  the  Department  of  Defense. 


To  correct  this  situation  and  thus 
assure  the  full  advantage  of  these 
privileges , the  Department  of  De- 
fense proposes,  subject  to  your 
concurrence  (H.A.S.C.),  to  remove 
the  limitation  on  the  days  in  which 
the  Reservist  is  authorized  to  exer- 
cise this  privilege.  Additionally, 
we  propose  to  provide  similar  privi- 
leges for  those  members  of  the 
Ready  Reserve  who  are  officially 
authorized  to  participate  in 
regularly  scheduled  inactive  duty 
training  periods,  for  which  pay  is 
not  authorized.  ^ 


\ 
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Hon.  G.V.  (Sonny)  Montgomery  (D  Miss)  stated: 

The  extension  of  full  Post  Exchange 
privileges  for  the  Reserve  Componqjrt 
is  the  only  incentive  recommended  % 
by  the  Department  of  Defense  in  two 

years 

at  the  present  time  officers 

and  high  ranking  NCO's  are  benefit- 
ting  from  post  exchange  privileges  but 
most  of  the  enlisted  men  are  unable  to 
make  it  to  the  post  exchange  since 
they  are  in  the  field  the  entire  time 
they  are  on  active  duty  for  training 
and  the  distance  is  usually  too  great 
for  them  to  take  advantage  of  the 
post  exchange. 

At  this  hearing  Menswear  Retailers  of  America  shared  their 
feelings  of  opposition  along  with  other  Retail  Associations. 
Despite  this  opposition  post  exchange  privileges  were 
extended. 


Unlimited  exchange  privileges  are 
authorized  for  members  of  the 
Ready  Reserve  who  participate  in 
regularly  scheduled  inactive  duty 
training-  on  the  basis  of  one  day  of 
exchange  use  privilege  for  each  day 
of  inactive  duty  training  performed. 

For  equity,  a day  of  inactive  duty 
training  is  defined  as  two  in-^s 
active  duty  training  periods. 

And,  in  July  1^76,  the  leave  anu  Earnings  statement  became 

40 

the  form  of  identification  for  the  iuardsman. 
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In  other  Reserve  components,  dependents  are  iden- 
tified by  Reserve  orders  or  a letter  of  authorization 
that  includes  authentication  by  the  unit  commander.  The 
authorization  typically  contains  the  name,  rank,  and 
Social  Security  number  of  the  sponsor,  beginning  and 
ending  dates  of  the  sponsor’s  tour  the  names  of  individ- 
ual dependents  and  their  relationship  to  the  sponsor,  and 
designation  of  exchange  privileges. 


When  a spouse  accompanies  his  or  her 
Reserve  sponsor  to  the  exchange  when 
using  a shopping  day  granted  for 
attending  drills,  identification  is 
requested  to  prove'  that  they  are  in- 
deed married.  Since  no  military  de- 
pendent ID  has  been  issued  them,  a 
driver's  license  or  some  similar  iden- 
tification with  a photograph  is  re- 
quested. If  the  identification  does 
not  suit  the  admittance  clerk,  the 

spouse  is  barred 

All  register  transactions  must  be 
completed  by  him.  And  our  12  year  old 
is  not  admitted  at  all.  • 

In  1977  the  H.A.S.C.  approved  the  DoD  proposal  to  correct 

this  inequity,  authorizing. 

dependents ' of  a member  of  the  Ready 
Reserve  to  be  permitted  to  accompany 
him  at  the  time  he  exercises  his 
exchange  privilege.  4 


rhe  exchange  benefit  is  truly  a benefit  if  the 
reservist  lives  within  reasonable  proximity  of  an 
exchange.  Retirement  is  another  benefit  which  if 
the  reservist  reaches  age  bO  he  may  collect. 

Rep.  Sonny  Montgomery  (D-Miss)  introduced  HR  97  in 
the  9^th  Congress  which  would  have  amended  section 
14U8  of  Title  10,  United  States  Code;  it  provided 
survivor  benefits  in  case  of  death  of  certain  members 
of  the  armed  forces  who  would  have  died  before 
becoming  entitled  to  retired  pay  for  non-Regul&r 
service.  It  was  voted  down  and  reintroduced  in 
the  9l'th  Congress.  ' 

No  new  issues  have  been  introduced  into 
Congress  that  concern  reserves  and  the  post  ex- 


change privilege 
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ISSUE  PAPER 


January  1978 

MILITARY  EXCHANGE/COMMISSARY 


Legislative  Authority.  Military  Exchange:  No  statu- 
tory authority,  regulated  only  by  Military  Department 
regulations.  Commissary:  10  USC,  Section  4621  (Army), 

10  USC,  Section  7601-7605  (Navy),  10  USC,  Section  9621 
(Air  Force). 

Purpose.  To  determine  whether  existing  Military  Exchange 
and  Commissary  privileges  are  appropriate  elements  of 
current  compensation  for  the  reserves. 

Background.  These  two  items  are  discussed  together 
because  the  evolution  of  the  military  exchange  system 
parallels  thatof  the  commissaries.  The  National  Defense 
Act  of  1916  made  the  first  provisions  for  reservists  to 
use  the  exchange  and  commissary  facilities.  However, 
this  benefit  could  only  be  used  when  reservists  were 
called  to  active  duty.  The  eligibility  criteria  for 
reservists  varied  by  component.  Each  service  required 
different  means  of  identification  to  gain  access,  dif- 
fered as  to  what  category  of  reservist  could  gain  access, 
and  varied  as  to  when  access  could  be  exercised. 


The  exchange/commissary  privilege?  for  reservists 
basically  remained  unchanged  until  1949,  when  members 
of  the  Selected  Reserve  were  granted  exchange  and  com- 
missary privileges  when  on  active  duty  for  at  least 
72  hours.  For  example,  the  exchange  system  authorized 
reservists  unlimited  privileges  when  performing  active 
duty  for  a period  of  15  days  or  more  and  limited  privi- 
leges when  on  active  duty  for  at  least  72  hours.  Limi- 
ted privileges  denoted  that  reservists  could  purchase 
only  articles  of  uniform  clothing,  accoutrements  and 
equipment,  in  such  quantities  as  would  be  required 
when  called  to  active  duty.  This  policy  remained  in 
effect  until  1973  when  reservists  were  granted  unlimited 
exchange  privileges  (with  respect  to  items  that  may  be 
purchased)  and  utilization  on  scheduled  drill  days. 
However,  this  expansion  of  privileges  created  additional 
problems  for  the  reservists.  Specifically,  although 
reservists  could  use  the  exchange,  their  opportunity  to 
avail  themselves  of  this  benefit  (i.e.,  only  on  drill 
days)  conflicted  with  their  training  at  drills.  In  1974 
this  situation  was  rectified  by  allowing  reservists  to 
use  the  exchange  during  days  other  than  when  they  were 
drilling,  but  on  the  basis  of  one  day  of  use  for  each  day 
of  inactive  duty  training  performed.  (A  day  of  inactive 
duty  training  is  defined  as  two  --  four-hour  --  inactive 
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duty  training  periods.)  Dependents  became  authorize'! 
to  accompany  Mieir  sponsor  into  the  exchange  in  May  of 
1977  (before  that  time  they  had  to  wait  outside). 

Although  the  1949  restrictions  for  reservist  access 
to  military  exchanges  have  been  eliminated,  the  basic 
requirement  of  72  hours'  active  duty  remains  in  effect 
for  reservists  to  gain  access  to  commissaries. 

A reservist  who  meets  the  requirements  for  usage  of  the 
military  exchange  can  accumulate  up  to  24  days  of  ex- 
change privileges  by  performing  48  UTAs.  These  privi- 
leges can  be  accumulated  and  used  anytime  during  the 
course  of  a calendar  year.  This  differs  from  utilization 
of  the  commissary  whereby  a reservist/dependent  can  only 
have  access  to  the  commissary  during  the  period  in  which 
he  can  present  orders  for  active  duty  and/or  active  duty 
for  training  in  excess  of  72  hours. 

The  regulation  governing  admission  of  dependents  to  the 
military  exchanges  differs  from  that  required  for  com- 
missaries. For  reservists'  dependents  to  gain  admittance 
to  the  military  exchange  they  must  be  accompanied  by  their 
military  sponsor,  whereas  dependents  do  not  have  to  be 
accompanied  to  utilize  commissary  facilities. 
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Closely  associated  with  these  admission  criteria  are 
the  means  by  which  reservists  and  dependents  are  identi- 
fied as  authorised  to  use  these  facilities.  Each  of  the 
service  components  uses  a different  means  of  reservist 
authorization.  When  a reserve  member  uses  another 
service's  facility  there  have  been  awkward  situations 
because  facility  employees  were  not  familiar  with  the 
authorization  documentation  of  other  services.  Although 
these  situations  are  now  less  frequent,  there  is  still 
sometimes  embarrassing  confusion  with  the  variety  of 
authorizations. 

Discussion.  The  benefits  associated  with  utilization  of 
both  exchange  and  commissary  facilities  arc  generally 
regarded  as  part  of  the  total  military  compensation 
package  for  recruiting  and  retention  of  both  the  reserve 
and  active  personnel. 

Throughout  recent  years,  the  benefits  associated  with 
both  the  exchange  and  commissary  have  been  subjected  to 
much  criticism.  Local  merchants  complain  about  unfair 
competition  and  loss  of  revenues.  The  families  of,  and 
the  reservists  themselves,  complain  that  the  real  value 
of  exchange  and  commissary  benefits  is  greater  for  mar- 
ried reservists  and  is  very  directly  related  to  one's 
proximity  to  the  facilities. 
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Since  1949,  the  military  exchange  privilege  has  been 
expanded  to  alleviate  most  of  the  inequities  perceived 
by  reservists. 

The  only  exception  to  this  is  that  eligible  reservists 
must  accompany  his/her  dependents  into  the  exchange. 

Many  reservists  have  called  attention  to  this  unnecessary 
inconvenience. 

A recent  survey  conducted  for  the  Department  of  Defense 
to  determine  the  motivational  factors  involved  in  the 
accessions  and  retention  of  reserve  personnel  revealed 
that  exchange  and  commissary  privileges  have  a relatively 
small  impact1 2  in  the  motivation  of  personnel  to  be 
recruited  or  retained  in  the  reserve  community.  This  is 

7 

supported  by  other  recently  conducted  surveys.*  The 
surveys  indicate  that  within  the  present  reserve  com- 
munity, the  benefits  associated  with  the  exchange  and 


1 A Study  of  Current  Attitudes  of  Young  Men  and 
Reserve  Recruiters  Concerning  Enlisti 'nt  in  the  U.S. 
Army  Reserve,  Market  Facts,  Inc.,  November  1977. 

2 (1)  First  Term  Guardsmeh  Retention  Study,  National 

Guard  Bureau,  Departments  of  the  Army  and  the 
Air  Force,  November  1976. 

(2)  Ibid.  1. 
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commissary  are  not  correctly  understood.* 
ists  perceive  the  entitlement  to  be  greater  than  it  is, 
and  not  surprisingly  others  perceive  their  PX  and  com- 
missary privileges  as  being  less  than  they  really  are. 
This  is  substantiated  both  by  numerous  visits  to  field 
activities  and  a large  volume  of  correspondence  received 
from  members  and  various  reserve  associations. 

Of  course,  it  is  important  to  understand  that  there  are 
no  guarantees  that  these  privileges  will  remain  unchanged 
for  the  active  duty  and  reserve  personnel  as  they  cur- 
rently exist. 

Recommendations.  Based  upon  the  foregoing  the  Reserve 
Compensation  System  Study  recommends: 

• that  the  dependents  of  eligible  reserve  members 
be  authorized  admittance  into  military  exchange 
facilities  without  the  member  being  present- 

• no  change  be  made  to  existing  commissary 
privileges  for  reservists. 

• that  a standard  means  of  identification  be 
established  for  reservists  of  all  components 

* A Summary  of  State  and  Unit  Attitudinal  Studies 
prepared  for  National  Guard  Bureau,  Department  of 
Army  and  Air  Force  by  Market  Facts,  Inc.,  and 
National  Analysts,  April  1976. 
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and  their  dependents  to  gain  access  to  the 
military  exchange. 

• that  eligibility  for  use  of  the  exchange  and 
commissary  facilities  be  summarized  clearly 
and  communicated  broadly  in  the  reserve  com- 
munity. 
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legislative  History 

iO  hay  19  J7 


COMKICSAEIES 

As  a Benefit  for  Military  Reservists 

Purpose.  To  operate  commissary  stores  that  provide  items 
at  a convenient  location  and  at  a reasonable  price  to 
military  personnel. 

Legislative  Authority.  10  USC  U621  (Army),  10  USC  7 01-7605 
(Navy),  10  USC  9621  (Air  Force). 

Background.  In  the  early  l800's,  commissary  resale  stores 
were  established  at  Army  frontier  posts  to  provide  food  and 
other  items  to  servicemen  at  cost.  Provision  was  then  made 
by  Congress  through  the  Act  of  18061,  allowing  each  post  or 
regiment  to  appoint  a vendor  known  as  a sutler.  That  Act 
gave  permission  for  the  sutler  to  sell  good  and  wholesome 
provisions;  prohibited  the  sale  of  liquor  after  nine  at 
night;  and  specified  that  commanding  officers  could  not 
charge  outrageous  prices  for  houses  or  stalls  rented  to  sut- 
lers. It  also  established  rules  and  articles  for  the  govern- 
ment of  the  Armies  of  the  United  States  mentioning  the 
reserves  or  militia  as  it  was  then  known: 
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officers  and  soldiers,  of  any  troops, 
w nether  militia  or  other,  being  mustered 
and  in  pay  of  the  United  States,  shall, 
at  all  times  and  in  all  places,  when 
Joined,  or  acting  in  conjunction  with 
the  regular  forces  of  the  United  States, 
be  governed  by  these  rules  and  articles 

, p 

ot  war 

Another  Act  in  lBJl-^,  reaffirmed  the  sutler's  position. 
. ecause  of  the  large  profits  made  from  liquor  sales,  the 
sutlei  encourage  the  soldiers  to  buy  liquor  and  this  led 
to  muon  drunkenness  among  the  troops.  In  addition,  because 
t f the  monopoly  position  the  sutler  enjoyed  (most  military 
post,  were  in  remote  locations)  he  often  sold  inferior  mer- 
cs.aniie.e  at  high  prices,  and  further  enriched  himself  by 
selling  on  credit  and  charging  high  interest. 

In  l ' l ",  the  armaments*,  clothing,  and  salary  of  ell 

unite,  inducted  became  the  responsibility  of  ttie  federal 

■'/•or nment , al.,o  the  situation  of  the  reserves  was  defined: 

...  the  militia  so  called  into  the 
service  of  the  United  States  shall, 
during  their  time  of  service,  be 
entitled  to  the  same  pay,  rations,  and 
allowances  for  clothing  as  are  or  may 
be  established  by  law  for  the  army  of 
the  United  States. 
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With  the  Civil  War  ensuing  and  additional  troops  coming 
to  the  forts,  abuses  by  the  sutlers  became  even  more 
widespread  and  weren't  brought  to  an  end  until  the 
Appropriations  Act  of  1866^.  Congress  abolished  the 
sutler  system  and  authorized  a Subsistence  Department 
of  the  Army  to  perform  the  functions  previously  performed 
by  the  sutlers,  and  to  sell  - at  cost  - food  and  related 
merchandise  to  officers  and  enlisted  men. 

The  Marine  Corps  opened  its  first  commissary  store 
in  1909)  the  Navy  in  1910,  and  the  Air  Force  in  19^7. ^ 

7 

The  National  Defense  Act  of  1916  , was  one  of  the 

most  comprehensive  military  measures  to  that  date,  making 

provisions  for  the  Officers'  Reserve  Corps,  the  Enlisted 

Reserve  Corps,  and  the  National  Guard  Reserve,  saying  that 

if  and  when  these  people  were: 

called  into  active  service  or 

for  purposes  of  instruction  and 
training,  and  during  the  period  of 
such  active  service,  instruction, 
or  training,  (receive)  all  the 
authority,  rights,  and  privileges 
of  like  grades  of  the  Regular  Army. 

Between  World  War  I and  II  there  was  no  new  legislation 
that  affected  the  commissary  privilege  for  reserves.  During 
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tills  period,  the  Army  and  the  Navy  Departments  had  their 


own  regulations  concerning  the  commissary  privileges 


for  the  reserves.  The  Army's  regulation  of  l‘K?8 
read : 


Members  of  the  Officers'  Reserve  Corps 
and  the  Enlisted  Reserve  Corps  while 
on  active  duty,  (were  allowed  access  to 
the  commissaries)* 

Then  in  ldht>  the  Army  regulation  was  changed  to  say: 


Members  of  the  Army  of  the  United  States, 
including  the  National  duard,  Officers 
Reserve  Coi p , Enlisted  Reserve  Corps, 
and  Regular  Army  Reserve,  while  on  active 
duty  for  a period  in  excess  of  '[  consent - 
,tivo  dnys  (werij  allowed  access  to  the 
commissaries).' 


The  Navy's  regulation  didn't  establish  any  minimum  active 

duty  requirement  for  reservists  but.  did  include  retirees: 

Members  of  the  Naval  |y  -Tve  and  Murine 
Corps  Reserve  on  active  duty  or  in  re- 
tired pay  status (were  allowed  access  to 

the  commissaries) . 

, 11 

The  Act.  of  , established  the  Department  of 

Defense  and  the  separate  Departments  of  the  Army,  Navy, 
and  Air  Force.  This  f t.  still  allowed  each  service  to 
have  its  own  reguliitions . Rut*  the  House  Armed  Services 
Committee  (ll.A.S.C.)  was  required  to  approve  basic  organ! 


rational  and  operating  regulations  for  military  commis- 
saries and  exchanges  before  they  could  be  implemented. 
This  control  was  not  established  by  a specific  law,  but 
as  legislative  oversight  exercised  by  the  Committee  under 
its  authority  to  conduct  inquiries  and  investigations 
relative  to  its  legislative  function. 

It  was  brought  out  by  the  Army  and  the  Air  Force 

in  ls>ij%  during  a H.A.S.C.  hearing  on  Department  of 

1C 

Defense  resale  activities,  that  there  was  an  inequity 
existing  in  certain  categories  between  themselves  and 
the  Navy.  This  difference  arising  from  the  fact  that 
non- regular  officers  of  the  Army  and  Air  Force  perma- 
nently disabled  in  service  and  who  were  receiving  re- 
tirement pay  from  the  Veterans  Administration,  subject 
to  the  UCMJ,  and  subject  to  being  called  to  active 
duty,  were  not  receiving  commissary  privileges.  Also, 
Army  and  Air  Force  widows  were  denied  commissary  privi- 
leges. The  Navy,  authorised  commissary  privileges  for' 
both  of  these  groups.  The  special  subcommittee  expressed 
their  oj i nion: 

that  exchange  and  commissary  privileges 
were  originally  established  for  the 
convenience  and  benefit  of  military 
personnel  on  extended  active  duty  and  it 
was  our  original  decision  to  limit  the 
privileges  to  that  category.  The  iter- 
vices  have  strenously  opposed  us  in 
the  opinion 


If  there  had  been  too  much  opposition  by  the  Services 
to  any  administrative  regulation  passed  by  the  subcom- 
mittee --  a law,  instead,  which  takes  much  longer  to 
pass,  would  have  had  to  be  hfunmered  cut  and  enacted. 

This  was  not  the  case.  From  these  hearings,  a joint 
service  commissary  store  regulation  was  developed  in 
authorizing  non-regular  personnel  retired  for 

disability  and  non-regular  personnel  retired  under 

. , lU 

Title  III,  loitB.  It  also  established  a consistent 

active  duty  requirement  of  7-'  hours  for  all  Reserve 
IS 

Components.  Among  others  who  are  authorized  to  use 

16 

the  commissary  are: 

- active  and  retired  military  personnel; 

1” 

- surviving  spouse  1 

- veterans  with  UXFfc  service-connected  disabilities; 

- active  duty  and  retired  commissioned  officers 
of  the  Public  Health  Service; 

certain  civilian  officers  and  employees  of 
the  Armed  Services  within  the  United  Suites 
when  specifically  authorized  by  the  Secretary 
of  the  Department  concerned  and  when  it  is 
impracticable  for  them  to  procure  such  commis- 
sary store  supplies  from  civilian  agencies  with- 
out impairing  the  efficient  operations  of  the  in- 
stallation; 

- civilian  officers  and  employees  of  the  United  States 
Piovernment  outside  of  the  U.S.,  and  such  other 
persons  overseas  as  may  be  specifically  authorized 

by  the  Secretary  of  the  Military  Department  concerned; 
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- ship's  officers  and  members  of  the  crews 
vessels  of  the  Coast  and  Geodetic  Survey 

- ship' 6 officers  and  members  of  the  crews  of 
vessels  of  the  National  Oceanic  and  Atmo- 
spheric Administration; 

- recipients  of  the  Medal  of  Honor. 

Unfortunately,  there  aren't  any  data  identifying  the  ex- 
tent of  commissary  store  usage  by  each  of  these  groups. 

Since  19‘)2,  annual  Defense  appropriations  have 
forbidden  the  use  of  appropriated  funds  to  pay: 

- shipping  costs  of  commissary  items 
by  commercial  transportation  within 
the  United  States; 

- utility  costs  in  commissary  buildings 
in  the  United  States  (except  Alaska); 

- operating  equipment  and  supplies; 

- store  losses  through  shrinkage,  spoil- 
age and  pilferage  of  merchandise. 

19 

In  December  1971*,  a new  law  removed  the  costs  of  con- 
struction and  renovation  of  commissary  stores  in  the 
United  States  from  the  cost  items  that  ‘could  be  paid  from 
appropriated  funds. 

Commissary  stores  are  exempt  from  sales  taxes 

20 

imposed  by  state  and  local  governments  . There  is 

also  a law  authorizing  private  persons  to  operate  commis- 
21 

sary  stores  ; and  a 1971*  law  permitting  adjustments  or 

22 

surcharges  related  to  costs 
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There  has  been  much  debate  in  the  House  Armed  Ser 


vices  Committee  in  the  mid  1970 's  because  of  the  substan- 
tial sums  of  appropriated  monies  that  go  into  the  operation 
of  commissary  stores.  Because  of  this,  a proposal  by  the 
President  in  1979  called  for  the  remaining  direct  costs  of 
commissary  store  operation  (personnel,  and  overseas  utili- 
ties) except  for  the  cost  of  transporting  merchandise  to 
overseas  stores  to  be  reimbursed  (through  higher  prices 
or  increased  surcharges)  to  make  the  system  completely 
self-sustaining.  This  would  probably  have  reduced  the 
savings  available  for  commissary  patrons  (generally  10-30%) 

23  2h 

by  about  five  or  si\  percent  . After  hearings  and  bills 

29 

of  opposition  , Congress  voted  down  the  President's  pro- 
posal In  1975. 

Because  of  the  impact  the  proposed  changes  would  have 
had,  the  .Secretary  of  Defense  authorised  a study  to  improve 
efficiency,  organization,  and  operating  structure  of  the 
commissary  system.  The  study,  by  the  Office  of  the  Assistant 
Secretary  of  Defense  (Manpower  and  Reserve  Affairs),  headed 
by  Brigadier  General  Rmmett  W.  Bowers,  UOA,  reported  the 
following  alternatives  in  May  197*'  ' : 


- "Creation  of  a Service-wide  commissary  management 

organization  to  operate  Service  commissary  stores 

- Establishment  of  common  management  organizations 
for  military  exchanges  and  commissary  stores  for 
the  respective  Military  Service 

- Creation  of  one  agency  to  operate  all  commissary 
stores  within  DoD 

- Government-owned,  contractor-operated  system  for 
commissaries. " 

These  alternatives  are  still  being  analyzed  by  the  Depart- 
ment of  Defense  as  possible  solutions  to  the  growing  costs 
of  subsidizing  commissaries. 

27 

As  of  January  1,  1978  there  were  about  400  commis- 
sary stores  of  which  approximately  $2.9  billion  of  mer- 
chanuise  in  their  fiscal  year  ending  in  1977,  of  which 
$438  million  was  overseas. 

There  are  approximately  23,846  civilian  employees 
assigned  to  the  commissary  stores.  (Congress  has  asked 
that  the  amount  of  employees  be  cut.  The  increase  of 
employees  from  last  year  (23,000)  is  due  to  the  conversion 
of  full-time  employees  to  part-time  to  include  trainees.) 
1,961  military  personnel  are  also  assigned  to  the  commissary 
stores. 
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The  Navy  has  quite  centralized  command  ami  control 
of  commissaries  under  the  Naval  Supply  Systems  Command 
and  through  the  Commanding  Officer,  Navy  Resale  System. 

The  Army,  Air  Force,  and  Marine  Corps  commissary  systems 
are  decentralized,  with  supervision  and  policy  guidance 
exercised  by  the  respective  service  headquarters,  and 
command  and  control  functions  performed  by  the  local 
station,  base,  or  post  commander.  Also,  the  Army  and  Air 
Force  have  both  troop  issue  and  commissary  store  functions 
combined  at  the  local  command  level.  The  troop  issue 
function  is  an  integral  part  of  a military  operation 
and  must  be  maintained  as  required  for  the  support  of 
troops  regardless  of  cost. 

DoD  Directive  1.330.17  states  that  commissaries  are 

to  be  operated  on  a self-sustaining  basis,  except  when 

23 

otherwise  provided  by  statute.  The  military  depart- 
ments are  authorized  to  use  stock  funds,  industrial 
funds,  operation  and  maintenance  funds,  or  other  appro- 
priated funds  to  finance  commissary  store  supply  and 
operating  costs.  For  commissaries  operated  overseas,  cost 
of  utilities  and  shipping  costs  from  the  United  States 
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are  considered  permissable  expenditures  lor  appropriated 
funds . The  expense  and  cost  of  goods  sold  are  offset 
against  sales  receipts  and  surcharges  collected. 


The  savings  eligible  persons  can  enjoy  through  pur- 
chasing food  and  other  items  in  the  commissaries  can  be 
considerable.  The  benefit  is  properly  regarded  as  part  of 
the  military  compensation  package  for  recruitment  and 
retention.  Of  course,  single  persons,  living  ir.  the  bar- 
racks and  eating  in  the  mess  nail  have  little  occasion  to 
use  the  commissary  - and  don't  consider  it  a benefit. 
Generally  speaking,  the  larger  the  family  and  the  more 
ready  the  access  --  the  larger  the  value  of  this  benefit. 


Of  late,  the  reserve  benefit  package  has  come  under 

fire,  with  the  families  of  the  reserves  and  the  reserves 

themselves  challenging  what  they  call, 

empty  benefits,  they  are  there  but 
it's  difficult  to  collect  them 


Benefits  for  reservists  and  their  de- 
pendents are  slim.  Exchange  and  comis- 
sory  privileges  are  extremely  limited 

and  difficult  to  collect 

A reservist  or  guardsman  is  not  eligible 
to  collect  any  retirement  benefits  until 
he  or  she  becomes  60,  no  matter  how  many 
years  have  been  served.  Yet  these  benefits 
are  touted  by  the  military  as  they  try  to 
recruit  men  gnd  women  for  duty  in  the  Reserve 
components.  ** 


According  to  an  Air  Command  and  Staff  College  Study 

, 30 

in  1976: 


the  commissary  system  is  currently 
undergoing  changes  which  are  expected 
to  continue  through  the  near  future. 

These  changes  are  an  effort  to  place 
the  system  on  a self-sufficient  basis. 

Hie  loss  of  appropriated  funds  to  the 
commissary  system  will  necessitate  a 
surcharge  increase  from  U percent  to 

possibly  13  percent 

It  has  been  postulated  in  this  paper 
that  a significant  portion  of  the  lost 
commissary  patrons  could  be  replaced  by 
the  Selected  Reserve.  This  action  would 
help  to  reduce  the  economic  impact  of 
lost  sales  to  the  commissary  system.  It 
would  also  help  to  minimize  the  price 
increase  of  goods  to  the  remaining  patrons, 
thus  preventing  further  customer  lost  and 
a subsequent  violent  upward  price  spiral. 

In  1971*,  Major  General  Verne  L.  Bowers,  Adjutant  General, 

Department  of  the  Army  explaining  to  Rep.  Les  Aspin  (D.Wl) 

his  reasons  for  not  extending  the  entitlement  of  unlimited 

commissary  privileges  to  the  reseives:  ^ 

Mr.  Aspin what  is  the  philosophy 

behind  who  is  entitled  to  commissary 
privileges? 

General  Bowers.  Well,  the  entitlement  to 
the  commissary  privileges  is  at  the  moment 
related  to  the  ful'-time  active  duty  mem- 
ber and  the  retired  individual  and  their 
families,  basically. 

Mr.  Aspin.  Is  there  any  logical  reason 
to  exclude  reservists  from  that? 

General  Bowers.  The  best  reason  that  I 
can  give  you  right  at  the  moment  is 
that  these  facilities  are  extremely 
crowded,  as  most  of  us  are  aware.  We  do 
have  to  be  careful  that  we  do  not  satu- 
rate them  to  the  point  that  they  are 
uasurvlcMbl*  to  the  people  for  whoa 
ibmy  were  primarily  built. 
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The  Air  Command  atld  Staff  College  Study  makes  these  recom- 
32- 

mendations: 

Ac  ,ion  must  be  taken  to  at  least  minimize  the 
impending  dangers  to  the  system.  The  following 
recommendations  are  offered  to  help  to  ameliorate 
the  forcast  conditions: 

a.  Allow  the  Selected  Reserve  forces  unlimited 
use  of  the  commissary; 

b.  Inform  the  public,  if  there  is  any  backlash 
to  recommendation  a,  that,  under  the  Total 
Force  concept  the  Selected  Recerve  la  a 
"full-time"  available  fighting  force; 

c.  Educate  the  commissary  patoona  about  the 

actual  earinga  that  the  commissary  affords 
them  over  commercial  food  stores; 

d.  Provide  operating  hours  which  best  accom- 
modate the  customer's  shopping  pattern 

in  an  effort  to  prevent  customer  dissatis- 
faction and  subsequent  loss; 

e.  Solicit  and  investigate  suggestions  from 
commissary  patrons  on  operational  im- 
provements of  the  commissary. 


There  were  no  new  issues  relating  to  commissaries 
presented  to  Congress  in  1976,  nor  any  pending  for  the 
1977  legislative  year. 

In  the  Defense  Department  Annual  Report  released  in 

33 

Canuary  lu77,  IVI-  proposed  to  continue  the  appropriated 
fund  support  to  the  commissary  stores,  (331*6  million).^ 
Cost  reductions  were  anticipated  to  result  from  centrali- 
zing the  management  of  Army  ant  Mr  Force  commissary 
stores.  Other  management  improvements  were  plumed  to 
reduce  the  cost  of  support  whi .e  maintaining  a reasonable 
savings  for  the  commissary  patrons. 


is 
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RCSS 

Legislative  History 
16  August  1977 

SERVICEMEN'S  GROUP  LIFE  INSURANCE  (SGLl) 

Legislative  Authority:  Veterans  Insurance  Act  of  1974, 

88  Stat  165  (1974),  PL  93-289. 

Purpose:  To  describe  the  legislative  history  of  extending 
SGLI  coverage  to  reservists  and  retired  reservists  and  to 
provide  a background  of  how  the  program  is  essential. 

Background:  The  Veterans'  Insurance  of  19741  extended  Service- 
men's Group  Life  Insurance  (SGLI ) to  full-time  coverage  for 
ready  reservists  and  for  retired  reservists  from  the  date  of 
retirement  to  the  beginning  of  their  pension  at  age  60  (6l 
if  a delay  in  pension).  The  Veterans'  Insurant  Act  became 
law  on  May  24,  1974.  Action  in  Congress  had  begun  long  before 
the  introduction  of  HR  6574  on  April  4,  1973.^  Starting  with 
HR  13168  introduced  on  February  16,  1972,3  a variety  of  bills, 
hearings  and  reports  were  produced  during  the  92d  and  93d 
Congresses.  A synopsis  of  the  legislative  history  of  all  these 
bills  accompanies  this  report,  (A  copy  of  the  enacted  statute, 
all  hearings  and  reports,  and  most  of  the  related  bills  has 
been  collected  by  RCSS  for  future  reference.) 

The  legislative  history  includes  repeated  statements  of  the 
two  purposes  for  the  SGLI  extensions: 
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- To  create  an  additional  recruiting  and  retention 
incentive  for  the  reserves; 

- To  provide  coverage  for  retired  reservists  not 
eligible  to  receive  pensions  (under  60  or  61). 

A significant  fact  is  that  the  cost  to  the  government  was 
for seen  to  be  nothing. 

Among  the  authors  of  the  nine  similar  bills  submitted  to  the 
92d  and  93d  Congress,  Representative  Montgomery  stands  out  as 
the  leading  Congressional  proponent  of  SGLI.  Congressional 
support  for  the  measures  was  broad  to  say  the  least.  None  of 
the  changes  in  the  bills  restricted  coverage  to  any  group,  and 
the  votes  on  the  final  bill  resulted  in  only  one  negative  vote.4 
(Representative  Hechler  of  West  Virginia  registered  a protest 
vote  because  of  the  claim  that  the  action  would  not  cost  the 
government  anything/  ) The  most  striking  element  in  analyzing 
the  legislative  histories  of  these  nine  bills  over  two  Congresses 
is  not  the  intricacies  of  the  bills  and  the  details  of 
Congressional  action,  but  is  the  sheer  volume  of  Congressional 
Action:  nine  bills,  four  hearings,  and  four  reports  over  a 
period  of  over  two  years,  on  an  issue  that  was  never  disputed! 
While  Representative  Montgomery  was  the  strongest  supporter  in 
Congress,  the  actual  source  of  the  text  of  the  first  bill  on 
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February  10,  1972  is  somewhat  uncertain. 


The  Legislative  Reference  Service  has  no  record  of  any  DoD 
proposal  concerning  SGLI  before  the  submission  of  the  first 
bill.  The  correspondence  generated  from  the  bill  did  make 
reference  to  studies  in  which  DoD  had  been  involved.  Secretary 
of  Defense  Laird,  in  a letter  of  April  25,  1972  to  Senator 
John  Stennis,  stated: 

In  the  course  of  the  past  eighteen  months, 
we  have  considered  numerous  recommendations 
from  a variety  of  sources  in  our  search  for 
means  by  which  we  could  maintain  Guard  and 
Reserve  personnel  strengths  at  a level 
commensurate  with  the  Total  Force  responsi- 
bilities to  which  they  are  committed. 

Included  among  these  sources  have  been 
members  of  the  Congress,  Guard  and  Reserve 
organizations  and  oncerned  citizens. 


Among  the  list  of  the  incentives  in  the  letter  is  the  following: 

"Tiie  extension  of  full-time  F>cr  vie  emeu’s 
Group  Life  Insurance  to  certain  members  of 
the  Ready  Reserve  and  Retired  Reserve." 

Tliis  is  a no  cost  incentive  for  participation 
in  Guard  and  Reserve  programs.  It  will  also 
provide  the  means  for  protecting  the  equity 
which  the  retired  Guardsman  or  Reservist 
(win.'  lias  completed  all  the  requirements  for 
retirement  except  attaining  age  sixty)  has 
accumulated  toward  retirement.  HR  13168 
would  accomplish  this  purpose  and  a favorable. 
Department  of  Defense  report  has  been 
forwarded  to  the  House  Committee  on  Veterans 
Ax'l'alrs . 
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Two  studies  in  which  DoD  participated  may  have  been  the 
origin  of  the  extension  of  SGLI.  A memorandum  from  the 
Office  of  Legislative  Affairs  of  the  Navy  to  the  Chief 
of  Legislative  Liaison  of  the  Army  referred  to  a 
comprehensive  study  of  reserve  incentives  made  by  the 
Guard  and  Reserve  Program  Evaluation  Group  (GARPEG), 
chaired  by  Dr.  Marrs,  Deputy  Assistant  Secretary  of 
Defense  for  Reserve  Affairs.  At  this  time,  the  GARPEG 
study  has  not  been  located. 


A memorandum  from  the  USAF  Congressional  Legislative 
Liaison  Divesion  to  DoD's  Legislative  Reference  Service 
dated  10  March  1972  makes  reference  to  an  Interagency 
Committee  report  dated  1 July  1971  that  suggested  full- 
time coverage  of  SGLI  to  reservists  and  retired  reservists 
and  that  it  be  self-supporting One  of  the  recommenda- 
tions concerned  retired  reservists: 

Survivor  protection  is  improved  by 
permitting  a member  to  participate 
in  the  Servicemen's  Group  Life 
Insurance  (SGU)  program  from 
entrance  into  the  retired  reserve 
until  age  00  or  election  to 
participate  in  the  proposed 
survivor  benefit  plan  with 
commencement  of  retired  pay. ' 
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Full-time  coverage  for  reservists  is  proposed: 


Full-Time  33 LI  coverage  is  being  sought  for  the  reserve 
forces. 


Extension  of  full-time  SGLI  coverage  has  been 
identified  by  the  reserve  forces  as  an  important 
element  in  the  recruitment  and  retention  incentive 
package  that  they  believe  will  enable  them  to 
achieve  their  personnel  goals  in  a no-draft 
environment.  The  principal  attraction  to  the 
individual  is  the  low  cost  of  the  rather  substantial 
coverage  provided  by  SGLI. 


These  conclusions  are  in  line  with  the  legislation  as 
introduced  by  the  Congress.  If  DoD  submitted  a proposal  to 
Congress  based  on  the  report,  it  can  be  assumed  it  was  done 
informally  and  not  as  an  official  recommendation.  The  Civil 
Service  Commission,  Veterans  Administration,  or  the  Office 
of  Management  and  Budget  - the  other  participants  in  the 
study  - might  have  made  the  recommendations  to  Congress. 
Montgomery  and/or  the  Veteran's  Affairs  Committee  of  the  House 
could  have  received  the  recommendations  of  the  report  directly 
or  indirectly  from  a National  Guard  or  Reserve  organization 
interested  in  Survivor  Benefits  or  perhaps  determined  the  need 
for  legislation  themselves  as  a result  of  reading  the 
Interagency  Committee's  report.  It  should  be  noted  that  the 
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Senate  report  accompanying  the  final  bill  made  reference  to 
.the  testimony  of  Hr.  Marrs,  concerning  the  Interagency  report.'* 
It  cannot  bo  concluded  from  this  reference  that  the  origin  of 
the  legislation  two  years  before  was  based  on  this  report. 
Identifying  the  specific  source  of  the  legislative  proposal 
could  possibly  shed  light  on  the  original  intent.  It  would 
probably  be  identical  with  the  Congressional  intent  as  it  was 
expressed  in  the  legislative  history. 


The  legislative  record  does  show  a dependence  upon  the 

value  of  the  insurance  as  a recruiting  and  retention  incentive. 

Even  the  retirement  coverage  is  perceived  to  be  an  incentive 

to  stay  in  the  reserves.  The  following  exet 'pts  from  the 

record  make  reference  to  both  formal  and  informal  studies  used. 

And,  Representative  Montgomery  has  said: 

I think  we  are  all  aware  that  in  the  event  we  are 
faced  with  an  emergency  situation,  the  draft  will 
be  the  last  means  of  resort,  not  the  first.  Hie 
Reserves  will  oversee  the  oull-up  and  we  must 
ensure  that  the  strengths  are  adequate  to  meet 
any  situation. 

Numerous  formal  and  informal  surveys  have  been 
conducted  in  recent  years  on  why  people  join 
the  Ouard  and  Reserve  and  wh  it  actions  might 
encourage  more  people  to  do  so.  A national 
Gilbert  Youth  Survey  conducted  for  the  Department 
of  Defense  on  the  attitudes  of  civilian  youth 
towards  military  service  found  that  in  a "no 
draft"  situation  15  percent  of  those  surveyed  would 
be  attracted  by  the  incentive  of  Servicemen’s 
Group  Life  Insurance.  Surprisingly,  9 percent  of 
the  survey  listed  full-time  insurance  coverage  as 
their  first  preference  among  various  recruitment 
incentives . 
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As  to  retention  of  existing  personnel,  another  survey, 
entitled  "Maintenance  of  Reserve  Components  In  A 
Volunteer  Environment,"  conducted  by  Research 
Analysis  Corporation  for  the  Department  of  Defense 
found  that  27  percent  of  our  Army  National  Guard 
personnel  and  23  percent  pf  the  United  States  Army 
Reservists  would  re -enlist  teised  upon  the  incentive 
of  SGL1  insurance  coverage . 

"The  Department  of  Defense  has  the  results  of  several 
surveys  which  indicate  that  recruitme'nt  and 
retention  will  be  favorably  influenced  if  full-time 
insurance  coverage  were  provided  at  nominal  cost"... 

I might  add  that  studies  conducted  by  our  own 
organization -(NGA)  give  a similar  assurance  of 
productive  results. 

Senator  Hughes.  I have  just  three  or  four  questions. 

Do  you  happen  to  have  any  studies  which  support  the 
statement  that  all  of  you  made  that  SGLI  would  be  a 
significant  incentive  to  recruitment  and  retention 
of  personnel? 

General  McMillan.  We  have  made  studies,  Mr.  Chairman, 
in  the  various  State a , and  we  have  questioned  guardsmen 
and  we  have  talked  with  guardsmen  at  all  levels  in  all 
the  States, 

This  is  a consensus  of  opinion  among  everybody  I have 
talked  to  in  the  National  Guard,  which  are  all  the 
leaders  and  they  have  talked  with  their  people  at  all 
levels.  And  there  is  no  question  in  our  minds,  sir, 
that  this  would  be  a very,  very  significant  incentive. 

(deleted,  testimony  continues) 

General  McMillan.  Mr  Chairman,  we  feel  very  strongly 
that  tiie  time  to  do  what  we  can  is  now.  We  have  had 
studies  in  the  past  and  the  attitude  of  waiting  until 
we  can  wrap  up  the  whole  package  - this  is  a piece  of 
legislation,  sir,  that  won't  cost  the  Government 
anything.  And  we  feel  vory  strongly  that  it  will 
help  us  some  right  now  and  we  are  in  the  position 
where  we  need  the  help  right  now.  and  we,  therefore, 
feel  I think  very  strongly  that  we  should  - we  would  ^ 
urge  the  committee  to  proceed  with  this  legislation. 
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Senator  Hughes.  You  testified  quite  emphatically  that 
this  coverage  is  needed. 

Dr.  Marrs.  I have  no  reservations  on  that  at  all. 

Senator  Hughes.  The  staff  informs  me  that  in  1971 

several  surveys  both  of  tfye  civilian  population 

and  members  of  the  Reserve  and  National  Guard  were 

conducted  by  the  Department  of  Defense  concerning 

enlistment  and  retention  inducements . Could  you 

tell  us  what  the  surveys  revealed  concerning  the  inducement 

value  of  insurance  under  discussion  today. 

Could  you  also  supply  us  for  the  record  with  a copy  of 
those  surveys  and  analyses  as  they  relate  to  this 
question? 

Dr.  Marrs.  Well,  you  and  other  people  who  are  more 
deeply  informed  in  insurance  might  not  be  a surprised 
as  I was  by  the  survey  but  in  several  surveys  we 
found  that  the  youngsters  17,  18,  and  19  years  old  were 
vary  emphatically  interested  in  insurance  as  an  aspect  of 
security. 

I have  had  explained  to  i te  that  this  is  the  result  of 
better  understanding  of  the  entire  Nation  of  the  value 
of  good  insurance  programs. 

We  can  provide  you  with  some  specifics  on  those  surveys. 

Senator  Hughes.  I would  be  appreciative  if  you  would. 

Dr.  Marrs.  Senator  Hughes,  there  have  been  a number 
of  studies  and  surveys  conducted  during  the  ’past 
few  years  on  why  people  join  the  Guard  and  Reserve 
and  what  actions  might  encourage  more  people  to  join 
the  Guard  and  Reserve.  I am  providing  for  the  record 
excerpts  from  these  studies  whioh  indicate  the  relative 
importance  of  insurance  as  a recruiting  .and  retention 
incentive. 

In  addition  to  the  formal  surveys,  we  htve  had 
some  additional  indications.  On  May  31,  1973,  my  Army 
Reserve  mobilization  deputy,  Brigadier  General  Myron  S. 
Lewis,  visited  the  95th  Division  (Training)  during  its 
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active  training  at  Fort  Polk,  Louisiana.  In  his  report 
to  me.  General  Lewis  reported  on  a one-hour  meeting 
with  the  Division  Commander,  his  staff  and  the  battalion 
commanders  in  which  the  group  discussed  ways  and  means 
of  improving  manning.  There  was  some  question  raised 
as  to  the  value  of.  initiatives  such  as  shorter  term 
enlistments  and  higher  pay,  but  there  was  a consensus 
on  the  value  of  a number  of  other  items  including 
exchange  privileges,  retirement  reform  and  educational 
assistance.  General  Lewis’  report  to  me  shows  that  these 
commanders  consider  that  "SGLI  is  believed  to  be  an 
excellent  asset  for  both  enlistment  and  reenlistment." 

Another  source  which  I used  in  taking  the  temperature 
of  the  Guard  and  Reserve  in  the  field  is  a group  of 
junior  officers  and  enlisted  personnel  who  meet 
periodically  in  the  Pentagon  as  the  Guard  and  Reserve 
Ad  Hoc  Communications  Group.  These  sire  very  knowledgeable 
people,  intimately  involved  in  recruiting  in  their 
home-town  units,  and  r singing  in  rank  from  E-3  to  0-4. 

They  represent  all  the  DOD  Guard  and  Reserve  Components. 

At  each  of  their  meetings,  after  they  have  gone  through 
a couple  of  days  of  study  and  discussion  of  topics 
which  we  place  before  them,  I take  the  opportunity  to 
spend  an  hour  or  so  just  chatting  with  them  - pumping 
them,  if  you  will  - to  obtain  their  personal  judgments 
on  what  is  right  and  wrong  with  our  policies  for  the 
Guard  and  I e serve.  Each  tiime  I have  met  with  them, 
they  have  assured  me  that  SGLI  as  it  stands  today  is 
one  of  the  most  effective  selling  points  in  persuading 
a man  to  enlist  or  extend  his  enlistment  and  that 
expansion  of  SGLI  i > provide  full-time  coverage  for 
members  of  the  Selected  Reserve  would  make  it  an  even 
more  valuable  selling  point. 

The  official  and  statutory  body  for  providing 
advice  on  Reserve  Forces  policy  is  the  Reserve  Forces 
Policy  Board  in  the  Office  of  the  Assistant  Secretary 
of  Defense  for  Manpower  and  Reserve  Affairs.  At  its 
May  1971  meeting,  the  Board  concluded  that,  at  a minimum, 
certain  incentives  should  be  emphasized  in  order  to  retain 
manpower  resources  in  the  Guard/Reserve  Forces.  Among 
These  were  "Individual  and  family  plans,  including  life 
insurance  (SGLI)  survivors'  benefits  and.  retirement 
options."  A recent  informal  survey  conducted  by  the 
Rfr'TB  among  4,200  unit  members  confirmed  the  Board's 
conclusion.  When  asked  what  would  provide  the  greatest 
incentive  for  continued  voluntary  participation  in  the 
Guard  and  Reserve,  with  one  of  the  choices  being 
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"improve  fringe  benefits  (exchange  privileges,  life 
insurance,  medical  benefits),  l4$  of  the  respondents 
selected  this  as  their  first  choice,  l&jo  as  their 
second  choice,  and  1 % as  their  third  choice. 

(Subsequently,  the  Department  of  Defense  submitted 
the  following  information:) 

Excerpt  (from  a DOD  study  accompanying  the  hearing) 
Servicemen's  Group  Life  Insurance 

The  issue  of  life  insurance  coverage  and  associated 
retirement  benefits  is  politically  very  visible.  The 
Interagency  Committee  which  conducted  the  retirement 
study  consisted  of  the  Assistant  Secretary  of  Defense 
for  Manpower  and  Reserve  Affairs  (Chairman),  the 
Administrator  of  Veterans  Affairs,  the  Chairman  of  the 
US  Civil  Service  Commission,  and  the  Assistant  Director, 
Office  of  Management  and  Budget.  Twenty-four  associations 
representing  AD  and  reserve  personnel,  retired  personnel, 
and  Uniformed  Services  dependents  and  survivors  were 
contacted,  and  22  statement^  were  submitted. 

Our  survey  results  indicated  that  27  percent  of  ARMS 
personnel  and  23  percent  of  USAR  personnel  in  units  would 
reenlist  based  on  this  insurance  coverage  incentive.  The 
Gilbert  Youth  Survey  of  civilian  youth  indicated  that  20 
percent  would  be  attracted  by  this  incentive  with  the 
draft  and  15  percent  without  the  draft. 

Whether  the  insurance  industty  will  make  an  issue  of 
the  extension  of  low-co3t  insurance  coverage  to  reservists 
remains  to  be  seen.  A similar  proposal  to  extend 
coverage  to  cadets  at  the  Service  academies  has  been  held 
up  because  of  this  industry  objection.  In  addition,  the 
military -oriented  associations  may  object  as  their  position 
is  that  they  can  and  do  fill  this  need. 

A point  to  be  advertised,  perhaps,  is  that  the 
government,  as  an  employer,  is  probably  unique  in  extending 
this  coverage  to  its  "part-time"  workers.  Ir.  general, 
part-time  employees  receive  few  of  the^  benefits  paid  to 
full-time  members  of  an  organization. 
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The  provisions  of  the  legislation  extended  SGLI  eligibility 
to  reservists  24  hours  a day,  every  day,  and  not  just  during 
military  duty  for  reservists  who  sure  members  of  reserve  (and 

V 

Guard)  units.  Eligibility  for  full-time  coverage  was  also 
given  to  retired  reservists  who  have  not  attained  the  age  of 
sixty.  Coverage  to  $20,000  was  made  available  for  everyone 
in  the  service,  active  and  reserve,  a reservist,  on 
retirement,  may  elect  conversion  to  an  individual  policy  from 
one  of  the  participating  insurance  companies  instead  of 
continuing  coverage  under  SGLI.  At  age  sixty  (or  sixty-one) 
there  is  no  option  to  convert  the  policy. 


The  Veterans  Administration  Insurance  Program  Management  Office  in 
Philadelphia  supervises  the  program.  Prudential  Life  Insurance 
of  America  holds  the  contract  and  administers  the  program, 
reinsuring  with  620  or  so  insurance  companies.  D0P  collects 
the  premiums  from  the  reserve  forces  and  forwards  them  to  the 
Veterans  Administration,  The  Veterans  Administration,  using 
standard  accounting  procedures,  deducts  from  the  premium 
their  costs  of  administration  and  forwards  the  balance  to 
Prudential.  No  provision  is  made  by  D0D  for  its  expenses. 
Basically,  the  program  is  self-supporting.  The  major  potential 
cost  to  the  government  is  the  war  risk  coverage  which  is 
contingent  upon  war-related  deaths.  Puring  the  Vietnam  era 
the  insurance  companies  were  reimbursed  by  D0D  for  war-related 
deaths.  The  federal  government  has  reserved  the  right  to 
determine  whether  a person  is  covered  by  9GLI  because  of  the 


difficulty  in  making  government  records  available  to  private 
companies. 
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Legislative  History 
16  August  1977 

VETERANS  GROUP  LIFE  INSURANCE  (VGLl) 

Legislative  Authority:  Veterans  Insurance  Act  of  1974, 

88  Stat  165  (1974);  PL  93-289. 

Purpose;  To  describe  the  legislative  history  of  extending 
life  insurance  coverage  to  veterans  released  from  active  duty. 

Background:  The  Veterans  Insurance  Act  of  1974  provided 
Veterans  Group  Life  Insurance  (VGU)  to  veterans  released 
from  active  duty  and  provided  greater  coverage  to  reservists 
and  retired  reservists  {not  receiving  retirement  pay)  through 
Servicemens  Group  Life  Insurance  (SGU).1  The  legislative 
purpose  of  VGLI  was  to  provide  low-cost  insurance  to  Vietnam 
era  veterans  during  the  readjustment  period  (five  years) 

p 

following  their  separation  from  active  duty.  ' 

VGLI  is  closely  patterned  after  SOLI.  It  is  a 5 -year, 
non-renewable,  term  insurance  available  in  units  of  $5,000  to 
a maximum  of  $20,000.  The  August  1977  premium  rate  for  persons 
under  35  is  the  seme  as  for  9GLI,  that  is,  85  cents  monthly  for 
each  $5,000  unit.  The  rate  for  persons  35  or  older  is  $1.70 
monthly  for  each  $5,000  unit.  To  obtain  VGLI,  an  individual 
must  apply  for  it  and  pay  the  first  premium  within  the  period 
of  his  existing  SGLI  coverage  (i.e.,  normally,  within  120  days  a 
after  separation). 
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VGLI  takes  effect  on  the  day  following  the  expiration  of  SGLI 
coverage.  Premiums  have  to  be  paid  by  the  insured  directly  to 
the  office  established  by  the  insurer  to  administer  the 
program.  An  insured  whose  VGLI  is  in  force  at  the  end  of  the 
5-year  period  has  an  enforceable  right  to  purchase  an  individual, 
policy  of  permanent  insurance  in  an  amount  equal  to  his  VGLI 
coverage , without  a medical  examination  and  written  at  standard 
rates  regardless  of  health,  from  any  private  insurance  company 
in  the  program. 

While  the  intent  of  VGI1  i«  not'  to  benefit  reservists,  VGLI 
could  apply  to  reservists  who  leave  active  duty  if  the  reservist 
returned  to  a reserve  unit;  however,  he  would  be  eligible  also 
for  coverage  under  SGLI . If  a reservists  received  coverage 
under  both  laws,  each  program  having  a maximum  coverage  of 
$20, OCX),  his  estate  would  only  be  able  to  collect  a total  of 

$20,000  from  both  program;.  Members  of  the  Retired  Reserve 

h 

are  not  eligible  for  VGLI. 
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Legislative  History 
13  October  1977 


THE  SURVIVOR  BENEFIT  PLAN  AS  APPLIED  TO  RESERVISTS 
Legislative  Authority.  10  USCL.3,447  - 1455 

I 

Purpose.  To  determine  the  legislative  history  of  providing 
benefits  to  dependent  survivors  of  personnel  of  the  reserve 
components-1-  of  the  armed  forces  . 


Background . The  first  time  personnel  of  the  armed  forces 

were  authorized  to  leave  any  portion  of  their  retired  pay  to 

surviving  dependents  was  in  1953.  The  Department  of  Defense 

stated  to  the  House  Committee  on  Armed  Services  in  May 
•a 

of  that  year: 

. . . the  benefits  now  available  to  the 
dependents  of  military  persons  who  die 
while  in  a retired  status  are  extremely 
meager.  The  maximum  that  a widow  of  a 
retired  member  may  receive  who  has  no 
minor  children  would  be  $75  a month  if 
her  husband  died  from  a service-connected 
disability  incurred  in  time  of  war  or  $60 
a month  if  he  died  from  a service-connected 
disability  incurred  in  time  of  peace.  The 
widow  of  a retired  member  would  receive  but 
$48  a month  if  her  husband  had  a wartime 
disability  but  that*  disability  was  not  the 
cause  of  his  death  and  then  only  if  her 
income  was  less  than  1,400  a year.  De- 
pendent children  add  to  these  benefits 
a small  amount,  which  ceases  when  the 
children  become  l8  years  of  age.  Thus 
the  surviving  dependents  of  a great  many 
retired  members  of  the  Armed  Forces  who 
may  have  served  long  and  honorably  are 
entitled  to  no  benefits  because  of  that 
service . 
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The  lack  of  benefits  for  survivors  hail  been  known  for  some  time;  a 


House  Report  of  June 


1953  stated:^ 


The  need  for  more  adequate  benefits 
for  the  survivors  of  retired  uniformed 
personnel. .. .was  recognized  to  be  a 
pressing  problem  as  long  ago  as  1933..-. 

In  19^7  the  interservice  committee  on 
pay  and  allowances. . .prepared  a report 
dealing  in  part  with  this  subject.... 

In  19**8  a bill  was  introduced....  With 
the  appointment  of  the  Hook  Commission, 
legislative  action  was  held  in  abeyance.... 
The  Hook  Commission,  however,  did  not  touch 
on  this  subject  and,  therefore,  the 
Department  of  Defense  prepared  legislation 
....  Hearings  were  held. . . the  subcommittee 
returned  the  bill  to  the  Department...  for 
improvement  and  clarification. 

In  19*31, ...  a revised  bill  (H.R.  ) 

was  introduced  by  Mr.  Kilday  and  hearings 
were  held....  Mr.  Kilday's  subcommittee 
did  not  report... to  the  full  committee 
but , ...  Mr . Ki  lday  i ntroduced  H.R.  84  C6 
....  H.R,  84Jt>  limited  itself  to  pro- 
viding. . .options  for  the  survivors  of 
retired  personnel. .. .consultations  were 
held  throughout  the  summer  of  19r,H... 
certain  technical  changes . . .were  made... 
resulting  in  the  introduction  of  H.R. 
.’5C1....  Hearings  were  held. . .and. . . 
testimony  was. . . introduced. . .which 
fully  demonstrated  the  need  for  the 
legislation  and  the  actuarial  soundness 
of  the  plan. 


The  Uniformed  Services  Contingency  Option  Act  of  1993'’. 
established  a plan  whereby  each  military  member  of  the  Regular 
and  Reserve  components  could  elect  to  receive,  upon  entering 
a retired  status,1’  reduced  amount  of  his  retired  pay  during  his 
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lifetime  in  order  to  provide  an  annuity  for  his  surviving  widow, 
surviving  child  or  children,  if  unmarried  and  under  18  years  of 
age,  or  unmarried  and  over  18  years  of  age  but  incapable  of  self- 
support  because  of  being 'mentally  defective  or  physically' incapa- 
citated and  that  condition  existed  prior  to  his  reaching  18  years 
of  age;  or  surviving  widow  and  children.’'7  The  annuity  amount,  ex- 
pressed as  a percentage  of  the  reduced  amount  of  his  retired  pay, 

was  equal  to  50,  25,  or  12^-  percent  of  the  reduced  amount  of  his 

8 

retired  pay. 


The  basic  premise  was  that  the  system  operate  on  the  basis  of  no 

additional  cost  to  the  Government  other  than  for  minor  expenses  -- 

using  an  actuarial  equivalent  method;  therefore,  the  cost  of  the 

o 

oenefit  was  reflected  in  a reduced  annuity  to  the  member. 

The  precise  cost  to  each  member  depended  upon  the  percent  of  an- 
nuity chosen,  the  age  of  the  retired  member  at  retirement  or 
election  age  of  the  widow,  and  the  age  of  the  youngest  child.1-0 
The  amount  of  deduction  from  the  member's  retired  pay  was  subject  to 

taxatlO.il  therefore,  in  a sense,  a participating  member  had  to 
pay  taxes  on  income  he  had  not  received.1^- 


Annuities  payable  under  the  1953  1**  were  in  addition  to  any  pensions 

or  other  payments  to  which  beneficiaries  were  entitled  under  provisions 

of  other  laws  and  uere  not  to  be  considered  income  under  any  law 

12 

administered  by  the  Veterans'  Administration. 


For  a member  of  the  Reserve  component  (and  the  Regular  force), 


the  election  of  the  percent  of  retired  pay  to  be  left  to  the 
survivors  had  to  be  chosen  prior  to  completion  of  the  l8th  year 
of  service  and  could  be  modified  or  revoked  by  the  member  only 
is  accomplished  five  years  before  retirement.  Once  revoked,  an 
election  could  not  be  modified  or  withdrawn. ^ 

In  1956  the  plan  was  renamed  the  Servicemen's  and  Veterans' 

Survivor  Benefits  Act  and  was  codified  into  Title  10  United 

14 

States  Code. 

The  Act  of  196115  changed  the  name  of  the  program  to  Retired 
Serviceman's  Family  Protection  Plan(RSFPP).  It  allowed  a Reserve 
member  (as  veil  as  a Regular)  to  elect  to  enter  the  plan  at 
any  time  before  he  was  retired  or  granted  retired 
pay,  provided  the  election  was  made  at  .least  three  years 
before  the  first  day  retired  or  retilner  pay  was  granted.  If  a 
person  had  made  an  election  prior  to  completion  of  the  l8th  year 
of  service,  the  three -year  waiting  period  would  not  apply.18  The 
purpose  of  the  change  was  to  make  clear  that  members  of  the  Reserve 
components  not  on  active  duty  would  have  the  privilege  of  making 
an  election  at  any  time  at  least  three  years  prior  to  the  first 
day  for  which  retired  or  retainer  pay  was  granted,  instead  of  the 
three  year  point  prior  to  the  time  they  were  placed  in  a .retired 
status  without  pay.1^  Further,  instead  of  non- modification  or  can- 
cellation, the  Act  authorised  the  Secretary  concerned  to  permit  a 
retired  member  to  withdraw  from  the  plan  because  of  "severe  financial 
hardship".18 


The  Act  of  1966  made  the  member's  contribution  from  retired 
pay  for  participation  in  the  plan  exempt  from  federal  income 

taxation. ^ 

The  Act  of  1968  liberalized  provisions  of  the  RSFFP.  A House 
report  stated  the  purpose  was  "to  encourage  greater  participa- 
tion in  the  program  for  retiring  service  personnel. "20  It  had 
been  found  that  only  16  percent  of  those  eligible  had  elected 
to  participate. 

The  Act  permitted  elections  to  become  effective  immediately  if 
made  prior  to  completion  of  the  19th,  rather  than  the  18th  year 
of  service.  It  reduced  from  3 to  2 years  the  period  of  subse- 
quent duty  required  to  make  effective  a post-19-year  election, 
change,  or  revocation.  It  further  allowed  a member  to  change 
or  revoke  his  election  between  his  19th  year  of  service  and  his 
first  day  of  retirement,  without  regard  to  the  2 -years -of -sub se- 
quent -active- duty  rule,  if  such  a change  or  revocation  did  not 
increase  the  amount  of  the  annuity  elected.22 

It  enabled  a retired  member  to  withdraw  from  the  RSFPP  or  to  reduce 
the  amount  of  his  annuity  on  his  own  application,  beginning  the 
first  day  of  the  seventh  calendar  month  after  the  date  he  applied. 
Previously,  withdrawals  had  been  authorized  only  for  severe  financial 
hardship  and  reductions  in  the  amount  of  an  annuity  had  not  been 
allowed. 


t 

1 
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The  1968  Act  changed  the  annuity  base  from  a member's  re- 
duced retired  pay  to  his  full  retired  pay.  Instead  of  an  election 
being  limited  to  an  annuity  of  either  one -half,  one -quarter,  or 
one-eighth  of  a member’s  retired  pay,  the  Act  also  authorized  the 
election  of  an  annuity  in  any  amount  specified  by  the  member, 
provided  the  amount  was  not  more  than  50  percent,  nor  less  than 

12.5  percent,  of  his  retired  pay;  but,  in  no  case  less  than  $25 
24 

a month. 

Further,  when  an  eligible  beneficiary  (widow,  child,  or  children, 
widow  and  children  under  18,  and  children  over  16  if  unmarried  and 
incapacitated)  no  longer  existed,  resoration  of  full  retired  pay 
was  made  automatically  upon  notification.2^ 

Added  to  the  list  of  eligible  beneficiaries  were  a member's 
ehildren  who  were  at  least  18  but  under  23  years  of  age  and  pursuing  a 
time  course  of  study  or  training  at  a recognized  educational 
institution.2^ 

27 

The  Act  of  1972  terminated  the  RSFPP  for  members  retired  on  or 
after  that  date  and  created  the  Survivor  Benefit  Plan  (SBP)  to 
take  its  place.  The  new  SBP  was  not  a self-supporting  program 
as  before,  but  the  Government  was  now  to  share  the  costs.  A House 
report  stated: 


full- 
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The  subcommittee  study  showed  that  many 
present  widows  of  career  military  retirees 
are  living  in  conditions  of  great  economic 
deprivation,  and  this  is  true  not  just  of 
widows  of  lower  ranked  personnel  but  of 
the  widows  of  senior  officers  and  senior 
enlisted  men  of  long  and  outstanding 
service.  23 

RSFPP  has  proved  a failure  insofar  as  it  was 
designed  to  provide  general  survivor  pro- 
tection to  the  retired  military  population. 

The  law  has  been  amended  seven  times  over 
the  past  17  years  in  an  attempt  to  liberalize 
its  provisions  and  make  it  more  attractive 
to  military  personnel.  The  efforts  have 
not  been  successful  because  of  fundamental 
shortcomings  in  the  plan,  and  only  15  percent 
of  eligible  military  retirees  have  participated 
since  1953.  This  means  that  the  survivors  of 
85  percent  of  deceased  eligible  retirees  have 
no  claim  to  any  part  of  the  member's  military 
retired  pay.  Most  retirees  find  it  to  expen- 
sive to  participate,  and  this  is  particularly 
true  of  the  lower  paid  retiree  who  needs  the 
protection  the  most.  For  example,  only 
10  percent  of  the  enlisted  retirees  participate, 
compared  to  about  20  percent  of  officer 
retirees .29 

The  lack  of  basic  survivor  protection,  which 
is  a standard  feature  of  most  employee  fringe 
benefit  programs,  public  and  private,  and 
which  is  of  particular  importance  to  the 
military  man  because  of  his  long  period  of 
retirement,  is  a glaring  weakness  in  the 
singularly  outstanding  benefits  program  of 
the  Armed  Forces.  The  lack  of  a survivor 
benefits  program  based  solely  on  the  man's 
retired  pay  at  a cost  comparable  to  other 
systems,  such  as  the  civil  service  system, 
calls  into  question  the  retiree's  inherent 
legal  interest  in  his  retired  pay.  The  sub- 
committee believes  the  concept  of  retired 
pay  as  an  earned  right  in  which  the  retiree 
has  a legal  interest  should  be  beyond 
challenge.  ^ 
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The  subcommittee  believes  the  Government, 
in  recognition  of  these  rights,  has  a moral 
obligation  to 
his  survivors. 


^oin  in  providing  income  for 


The  maximum  coverage  available  under  the  new  Survivor  Benefit 
Plan  provided  a widow  or  widower,  and  dependent  children  a 
survivor  income  to  55  percent  of  the  retired  pay  of  the  re- 
tiree, Such  a monthly  payment  was  automatic  unless  the  re  - - 
tiree  had  elected  a lesser  coverage  or  declined  participation 
before  becoming  entitled  to  retired  pay. 

A member  who  did  not  have  a spouse  or  dependent  children  could 
elect  to  .loin  in  the  plan  by  naming  another  person  as  benefi- 
ciary (known  as  a party  with  an  insurable  interest);  or,  to 
participate  later  if  he  acquired  a spouse  or  children  after 
retiring;  or.  to  change  from  an  insurable  interest  to  an 
acquired  spouse  or  child;  if  the  written  election  was  made 
within  one  year  after  the  dependent  was  acquired.  The  1972 
Act  also  introduced  automatic  cost-of-living  increases  in 
retired  pay;  the  member's  contribution  to  SBP  want  up  the  same 
percent . 

Under  maximum  coverage,  the  whole  of  the  member's  retired  pay 
was  the  base  amount  on  which  the  survivor  annuity  was  computed. 
Under  less-than-maximum  coverage,  the  base  amount  was  any  sum 
specified  by  the  member  between  $300  and  the  whole  retired  pay. 
A member  whose  monthly  retired  pay  entitlement  was  $300  or  less 

a 


did  not  have  a less-than-maximum  option;  his  base  amount 

33 

had  to  be  his  whole  retired  pay. 

A member's  cost  for  spouse's  coverage  was  computed  at  the 
rate  of  2.5  percent  of  the  first  $390  of  his  base  amount 
plus  10  percent  of  the  remainder  of  the  base  amount.  The 
cost  for  children's  coverage  was  determined  actuarially.  The 
cost  of  coverage  for  a natural  person  with  an  insurable  in- 
terest was  ten  percent  plus  five  pereent  for  each  full  five 

yeeu’s  the  designated  individual  was  younger;  the  total  cost 

3I4 

was  not  to  exceed  1*0  percent. 

The  1972  Act  authorized  a gratuitous  annuity  for  certain  low 
income  widows  of  retired  military  personnel.  To  qualify  'for 
this  special  annuity,  a widow  must  (l)  be  entitled  to  a VA 
non-service-connected  death  pension;  (2)  have  less  that  $1,1*90 
of  annual  income  from  other  sources;  and  (3)  be  the  widow  of 
a retired  member  who  died  before  September  21,  1973  (one  year 
after  enactment  of  this  law)  participating  in  the  RSFPP  or  the 
new  SBP.  The  annuity  was  payable  in  the  amount  needed  "to  bring 
the  widow '8  annual  income  from  sources  other  than  her  VA  d<'r.th 
pension  up  to  $1,1*00.  Under  the  Veterans  Administration  pen- 
sion system  in  effect  in  197? » that  supplementary  payment, 
together  with  the  VA  death  pension,  would  assure  her  an  annual 
income  slightly  in  excess  of  $2,100.^ 
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There  were  certain  restrictions:  Once  participation  was  in 
effect,  the  member  could  not  withdraw  from  the  plan  unless 
accomplished  before  the  date  he  first  became  entitled  to  re- 
tired or  retainer  pay.^  While  the  retiree's  contributions 
withheld  from  retired  pay  were  exempt  from  federal  income 
tax,  subsequent  SBP  payments  were  not  exempt  from  federal 
income  tax.  Annuities  received  under  the  SBP  were  reduced 
if  the  beneficiary  was  entitled  to  Dependency  and  Indemnity 
Compensation  and/or  Social  Security  survivor  benefits.  A 
widow  without  children  was  eligible  for  a Social  Security 
benefit  at  age  62.  However,  the  SBP  annuity  of  such  a widow 
was  reduced  at  age  62  by  an  amount  equal  to  that  part  of  her 
Social  Security  benefit  attributable  to  the  member's  active 
military  service  after  December  31,  1956*  A widow  with  one 
child  in  her  care  was  eligible  for  a Social  Security  benefit 
regardless  of  her  age.  The  SBP  annuity  of  such  a widow  was 
accordingly  reduced  by  only  that  part  of  her  benefit  resulting 
from  the  member's  active  military  service  after  December  31,  1956. 

The  child  was  eligible  for  a separate  Social  Security  benefit, 

39 

but  child's  benefits  had  no  effect  on  SBP  annuities. 
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A widow  with  more  than  one  child  in  her  care  was  also  eligible 
for  a Social  Security  benefit  regardless  of  her  age.  However, 
her  SEP  annuity  did  not  have  to  be  reduced.  A House  report 
stated: 


...  in  these  high-expense  years 
when  the  burdens  of  raising  a family 
are  thrown  wholly  on  the  widow,  the 
payment  for  the  full  55  percent  sur- 
vivor annuity  based  on  the  husband's 
military  retired  pay  plus  the  social 
security  survivorship  benefits  is 
Justified.1^ 


If  the  survivor  were  eligible  for  the  Veterans’  Administration 
dependency  and  indemnity  com,  nsation  (DIC) , because  the  member 
died  on  active  duty  or  in  retirement  of  a service-connected 
cause,  the  SBP  annuity  was  payable  only  in  the  amount  the 
annuity  exceeded  the  PIC  payment.  If  no  SBP  annuity  was  payable 
because  the  DIC  entitlement  was  equal  or  greater,  all  SBF  con- 
tributions BuCe  by  the  retired  member  before  his  death  were 
refunded  to  the  widow.  If  part  of  the  SBP  annuity  was  payable, 
the  member's  retired  pay  reductions  were  recalculated  based 
on  the  lower  annuity  and  the  excess  contributions  were  refunded 
to  the  widow.1*1 


11 


0 


All  persons  on  the  retired  rolls  on  the  day  before  September  21, 
ji.972,  the  effective  date  of  the  3BP  program,  were  given  the 
opportunity  to  enter  the  program  during  the  following  18-month 
period.  Those  who  were  in  the  RSFPP  program  had  three  choices. 
They  were  permitted  either  to  (l)  drop  their  RSFPP  if  they 

elected  SBP  coverage  in  an  equal  or  greater  amount;  (2)  continue 
their  RSFPP  and  also  enter  the  SBP  program  provided  the  total 

of  the  two  annuities  did  not  exceed  100  percent  of  their  pay; 

k2 

or  (3)  continue  their  RSFPP  alone. 


For  the  reservist,  at  least  as  early  as  1970,  the  Defense  Depart- 
ment recognized  there  was  a "gap"  in  the  protection  provided 
by  the  military  Survivor  Benefit  Plan.  General  Benade  testified: 


There  is  no  procedure  for  reserve  retirees 
to  provide  their  survivors  with  an  annuity, 
based  on  their  military  service,  during  the 
period. after  they  are  eligible  to  retire 
with  20  or  more  years  of  satisfactory  ser- 
vice and  before  they  begin  to  draw  retired 
pay  at  age  60.;3 


One  possible  solution  to  the  gap  in  re- 
servists' survivor  protection  might  be 
an  insurance -type  coverage  during  the 
period  betweep  the  time  that  the  re- 
servist completes  20  years  of  satis- 
factory Federal  service  and  the  time 
that  he  becomes  entitled  to  retired 
pay  at  age  60.  At  age  60j  retired 
reservists  should  be  permitted  to 
participate  in  whatever  annuity  plan 
is  made  available  for  retirees  of 
the  active  establishment. 

* 


The  National  Guard  Association  recognized  the  gap  and  te^  tified 
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to  the  need  for  change: 


As  has  been  emphasized  before  this 
Subcommittee,  when  a National  Guards- 
man or  Reservist,  who  has  earned  the 
right  to  retirement  benefits,  dies, 
his  widow  is  not,  under  present  law, 
entitled  to  any  portion  of  the  re- 
tirement benefit. 

* # * 

The  National  Guard  Association  of  the 
United  States  has  for  many  years  con- 
sidered this  to  be  a deficiency  in  the 
existing  law. 


The  House  Armed  Services  Committee  responded  with  a no-change 
comment: 


Non-active  duty  Reservists  would  be 
eligible  for  participation  in  the 
program  to  the  same  extent  that  they 
are  now  eligible  for  retirement. 

That  is,  non-active  duty  Reservists 
who  complete  20  years  of  satisfactory 
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Federal  service  and  are,  therefore, 
eligible  at  the  time  they  commence 
drawing  retired  pay  to  designate  a 
portion  of  that  retired  pay 
as  an  annuity  for  their  survivors. 


In  1972,  Mr.  Montgomery,  of  the  House  Armed  Services  Committee, 
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stated: 


I know  many  Members  have  gotten  letters 
from  constituents  who  have  been  in 
the  Guard  or  Reserves  whose  husbands 
die  at  59^  or  58  years  old,  and  they 
dii  not  come  in  for  any  type  of  sur- 
vivor benefits,  the  way  the  law  is 
written  now  and  the  way  I understand 
this  legislation. 

1*8 

Mr.  Bennett  stated: 


This  is  a special  kind  of  sacrifice  the 
reservist  makes  for  a widow.  At  year 
59i  she  gets  cut  off  and  gets  absolutely 
no  benefits.  Obviously  this  is  something 
that  shoula  be  corrected. 

>9 

The  Act  of  197<-  revised  the  SBP  by;  eliminating  payments 
into  the  program  when  a beneficiary  pre-deceased  the  retiree; 
reducing  to  one  year  the  eligibility  period  for  a new  spouse 
of  a retiree  to  be  eligible  under  the  Military  SBP;  permitting 
a retiree  to  leave  benefits  to  children  when  there  was  a sur- 
viving spouse;  increasing  the  minimum-income  payment  to  speci- 
fied widows  from  $1,U00  to  $2,100  annually.  The  increase  from 


$1,400  to  $2,100  in  the  income  provided  widows  an  addition 
to  what  they  would  be  eligible  to  receive  from  the  Veterans' 

Administration  and  resulted  in  a minimum  annual  income  of 

. b0 

$2,712. 


Members  of  the  House  and  Senate  recognized  there  were  several 
improvements  to  SBP  that  remained  to  be  accomplished.  The 
Senate  Report,  supporting  passage  of  the  Act  of  1976,  stated 
the  House  added  a number  of  provisions  which  were  not  in- 
cluded in  the  committee  version: 


(1)  Cost  of  living  adjustments  for 
Retired  Servi  •“men's  Family  Protection 
Plan  annuitant., ; 

(2)  Reduction  in  the  so-called  "Social 
Security  offset"  from  100  percent  to 

b0  percent  which  is  made  under  the 
military  Survivor  Benefit  Program; 

(3)  A number  of  other  provisions  re- 
lating to  the  "Social  Security  offset" 
when  the  beneficiary  is  not  receivi^ 

Social  Security  benefits  based  on  her 
husband's  military  service,  when  there 
is  a dependent  child,  and  when  Reser- 
vists serve  for  periods  of  active  duty 
of  less  than  30  continuous  days; 

(4)  Reinstatement  of  Survivor  Benefit 
Program  payments  to  widows  whose  Dc pen- 
dency and  Indemnity  Compensation  bene- 
fits ar^.-terminated  on  remarriage  after 
age  60. 


Closing  the  "gap"  was  not  included  as  a suggested  improvement  in 


the  1 °7' > Act 


V No  action  has  been  a Cecill- 
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plished  to  date  (September  1977).  Thus,  survivors  or  re- 
tired reservists  who  die  before  reaching  age  60  receive  no 
benefits  from  the  Survivor  Benefit  Plan. 


As  of  September  1977,  the  following  bills  relating  to  SBP  have 
been  presented  to  the  Congress  for  consideration: 


Bill 

Number 

Sponsor 

Description 

HR  97 

Montgomery , 
Nichols, 

Holt 

To  provide  Burvivor  benefits  in 
case  of  death  of  certain  members 
or  former  members  of  the  Armed 
Forces  who  die  before  becoming 
entitled  to  retired  pay  for  non- 
regular service. 

HR  8975 

Montgomery, 

Bowan, 

Guyer, 

Cochran,  Lott 

Same  wording  as  HR  97. 

HR  '6797 

Thone 

Same  wording  as  HR  97. 

HR  9170 

Brinkley, 

Byron, 

Monohan , 

Davis , 

Ichord, 
McDonald , 
Runnels 

Same  wording  as  HR  97 • 

HR  9171 

Young , 

Andrews , 
Buchanan 

Same  wording  as  HR  97 • 

HR  9436 

Yatron 

Same  wording  as  HR  97 • 

S-1996 

Stafford, 

Ford, 

L&xalt, 

Leahy, 

Melcher 

Same  wording  as  HR  97. 
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HR  3702 

Stratton, 

Bob  Wilson 

To  authorize  cost  of  living 
raises  for  widows  covered  by  the 
old  Retired  Serviceman's  Family 
Protection  Aan.  To  modify 
social  security  offset  provision — 
reduce  offset  to  50$. 

HR  694 

Stratton, 

Bob  Wilson 

Same  wording  as  HR  3702. 

HR  2385 

Brinkley 

Same  wording  as  HR  3702. 

HR  2686 

Davis 

Same  wording  as  HR  3702. 

S-623 

Thurmond 

Same  wording  as  HR  3702. 

HR  749 

Bennett 

To  provide  eligible  for  annuities 
persons  who  become  Widows  during 
the  18  month  period  (instead  of 

12  months)  following  the  effective 
date  of  such  law  (PL  92-425, 
September  1972). 

s 520 

Tower, 

Byrd 

(W.Va.) 

To  authorize  coBt  of  living 
adjustments  of  annuities  under 
the  retired  serviceman's  family 
protection  plan  and  to  provide 
that  remarriage  of  a spouse  at  or 
after  age  60  shall  not  result  in 
termination  of  annuity. 

HR  3202 

Sikes 

Same  wording  as  S-520. 

HR  4203 

Mann 

To  provide  an  annuity  for  the 

dependents  of  persons  who  perform 
the  service  required  under 
chapter  67  of  title  10,  United 
States  Code,  and  die  before  being 
granted  retired  pay. 
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Legislative  History 
1 May  1977 


INDIVIDUAL  RETIREMEHT  ACCOUNTS  Cl RA) 

FOR  RESERVISTS 

Legislative  Authority;  Tax  Refonn  Act  of  1976,  90  Stat  1520, 
1738  (1976),  PL  94-455;  26  USC  219  (1976  ed.) 

Purpose:  To  determine  Congressional  intent  for  extending 
eligibility  for  IRA  benefits  to  reservists. 

Background;  Prior  to  1962,  self-employed  persons  were  not 
authorized  a deductible  expense  on  their  Federal  income  taxes 
for  monies  they  set  aside  to  establish  a retirement  fund. 

In  1962,  the  Congress  passed  the  Self -Employed  Individuals 

Tax  Retirement  Act1  which  permitted  seven-million  self-employed 

2 

persons  to  establish  retirement  plans  . Hie  law  was  designed 
to  encourage  the  establishment  of  voluntary  retirement  plans 
by  self-employed  persons  by  extending  to  them  some  of  the  favor- 
able tax  benefits  provided  to  employers  in  the  case  of 
Internal  Revenue  Service  qualified  retirement  plans  established 
for  employees.  To  accomplish  that  purpose,  self-employed 
persons  were  to  be  treated  for  retirement  plan  purposes 
as  their  own  employers.  As  employers,  self- 
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employed  Individuals  were  permitted,  as  other  employers,  to 
deduct  (for  Federal  tax  purposes)  contributions  made  to  pen- 
sion or  profit-sharing  plans  for  the  benefit  of  themselves 
and  other  employees  covered  by  the  plan.  Employers  were  re- 
quired to  cover  under  the  same  plan  all  full-time  employees 
with  more  than  three  years  of  service.  As  employees , they 
were  not  taxed  on  such  contributions  made  for  their  benefit 
or  the  Income  thereon  until  they  received  the  funds  upon  re- 
tirement. Benefits  (i.e.,  withdrawals  after  retirement  that  would 
be  taxed  at  the  rate  then  applicable  to  the  generally  lower  income)  could 
not  begin  before  age  59*j,  except  for  disability  or  death,  nor 
later  than  age  70  Further,  upon  termination  of  the  plan, 
amounts  contributed  to  the  employees'  accounts  were  non- 
forfeitable. 

The  Act  permitted  self-employed  persons  to  contribute  each 

year  to  a retirement  plan  for  themselves  to  10  percent  of 

their  earned  income  for  that  year,  or  $2,500,  whichever  was 
3 

lesser. 

The  Senate  report  specified  the  types  of  retirement  plans 
allowable: 

The  retirement  fund  which  this  measure 
allows  self-employed  persons  to  estab- 
lish may  be  lodged  with  a bank  as  trustee 
(or  as  custodian  if  contributions  are 
invested  in  stock  of  an  "open-end"  reg- 
ulated investment  company  or  in  policies 
issued  by  an  insurance  company);  it  may 
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be  Invested  In  nontransferable  annuities 
with  an  Insurance  company  or  in  nontrans- 
ferable face  amount  certificates;  or  it 
may  be  Invested  in  a new  series  of  U.S. 
Government  bonds  authorized  for  this 
purpose . 


In  1974,  the  Congress  found  a lack  of  employee  Information 

and  adequate  safeguards  concerning  employee  benefit  plans. 

These  plans  had  been  afforded  preferential  Federal  tax 

treatment,  and  many  employees  with  long  years  of  employment 

were  losing  anticipated  retirement  benefits  owing  to  the  lack 
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of  vesting  provisions. 

The  result  was  passage  of  the  Pension  Reform  Act  of  1974 

(also  known  as  the  Employee  Retirement  Income  Security  Act 
6 

of  1974).  It  attempted  to  correct  the  shortcomings  found 

by  Congress.  It  required  disclosing  and  reporting  the 

pension's  financial  and  other  information  to  participants; 

established  standards  of  conduct  for  fiduciaries  of  employee 

benefit  plans;  and  provided  for  ready  access  to  the  Federal 
7 

courts. 


The  Conference  report  defined  employee  pension  benefit  plan 

and  pension  plan  to  mean 

any  plan,  fund,  or  program  which  was 
heretofore  or  Is  hereafter  established 
or  maintained  by  an  employer  or  by  an 
employee  organisation,  or  by  both,  to 
the  extent  that  by  its  express  terms 
or  as  a result  of  surrounding  circum- 
stances such  plan,  fund,  or  program: 
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(A)  provides  retirement  Income  to  employ- 
ees; or;  (B)  results  In  a deferral  of  in- 
come by  employees  for  periods  extending 
to  the  termination  of  covered  employment 
or  beyond,  regardless  of  the  method  of 
calculating  the  contributions  made  to  the 
plan,  the  method  of  calculating  the  bene- 
fits under  the  plan  or  the  method  of  dis- 
tributing benefits  from  the  plan.** 


In  addition,  the  Act  allowed  an  individual,  not  otherwise 
covered  by  a retirement  plan,  to  establish  an  Individual 
Retirement  Account  (IRA).  The  individual  could  deduct  from 
his  Federal  taxes  the  actual  amount  of  his  contribution  to 
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the  individual  retirement  program,  15  percent  of  the  compensation 

10 

includable  in  his  gross  Income.,  or  $1,500  whichever  was  lesser. 

The  eligible  Individual  could  make  such  deposits  to  his  IRA 

each  year  beginning  in  1975.  After  the  individual  reached, 

70*5  years  of  age,  no  deductions  would  be  permitted  and  dls- 

11 

trlbutlon  of  the  IRA  must  be  commenced,  but  not  before  age 
12 

59*j. 


The  individual  could  not  establish  an  IRA  if  he  participated  In 
the  following  already  authorised  retirement  plans: 

1.  A qualified  pension,  profit-sharing, 
or  stock  bonus  plan  of  an  employer; 

2.  A qualified  annuity  plan  of  an  employer; 

3.  A qualified  bond  purchase  plan  of  an  employer; 

4.  A retirement  plan  established  by  a government 
for  Its  employees  (such  as  the  Civil  Service 
Retirement  System,  or  the  military  retirement 
plans,  including  Title  III  retirement  reserv- 
ists)! 
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5.  An  annuity  contract  purchased  by 
certain  tax  exempt  organizations 
or  public  schools; 

6.  A qualified  plan  for  self-employed 
individuals  authorized  by  the  Self- 
Boploved  Individuals  Tax  Retirement 

Act.13 

The  1974  Act  prohibited  reservists  from  establish  IRA's,  be- 
cause reservists  were  considered  to  be  participating  in  a U.S. 
government  military  retirement  plan,  i.e..  Title  III  reserve 
retirement.  Since  many  reservists  serve  less  than  twenty  years 
in  the  reserve, they  do  not  qualify  for  Title  III  reserve  retire- 
ment. Thus,  many  individuals  in  the  reserves  who  would  never 
receive  Title  III  reserve  retirement  were  also  denied  the 
benefit  of  owning  an  IRA.  Therefore,  this  restriction  worked 
a hardship  on  these  reservists. 

This  apparent  Inequity  was  addressed  in  legislation  Introduced 
in  the  House  in  1975  during  the  first  session  of  the  94th 
Congress.  Congressman  Villlam  Armstrong  of  Colorado  Introduced 
a bill^  to  provide  reservists  specific  relief  from  the  restric- 
tion 0f  the  Pension  Reform  Act  of  1974.  The  Congressman 
stated  that  he  believed  that  the  Pension  Reform  Act  of  1974 
contained  an  "obvious  oversight"  creating  "a  little  noticed 
inequity  which  should  be  remedied."^ 


The  Bsployment  Retirement  Income  Security  Act  of  1974  was  a 
massive  piece  of  legislation.  Because  of  its  length  and 
complexity,  many  Implications  could  not  have  been  predicted. 
With  the  passage  of.  time,  It  soon  became  apparent  that  a 
group  — reservists  — were  particularly  singled  out  for 
unequal,  but  unintentional  treatment. 


In  arguing  for  a change,  Congressman  Armstrong  stated: 


In  the  first  place,  the  law  Is  unfair, 
and  unjustly  penalizes  any  self-employed 
individual  who  belongs  to  a Reserve  unit. 

In  the  second  place,  such  a law  will  make 
the  Reserve  forces  less  attractive,  and 
may  In  fact  force  reservists  to  choose 
between  the  Reserve  unit  and  an  adequate 
retirement. 

Self-empicyed  Individuals  make  a vital 
contribution  to  both  our  culture  and  our 
economy  — and  to  penalize  those  who  are 
In  the  Reserve  forces  for  their  loyalty, 
when  self-employed  Americans  are  already 
among  the  most  harrassed  and  regulated 
members  of  society.  Is  certainly  not 
equitable. 16 


Congressman  Armstrong's  bill  was  short  and  concise  In  amend- 
ing the  Internal  Revenue  Code  of  1954.  Basically,  It  pro- 
vided that: 


members  of  a reserve  component  of  the  Armed 
Forces  will  not  be  disqualified  from  taking 
the  deduction  for  retirement  savings  because 
of  their  participation  In  the  Armed  Forces 
retirement  system.*7 
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The  amendment  further  provided  that  benefits  would  accrue  to 
reservists  in  taxable  years  beginning  after  December  31,  1975. 
However,  Congressman  Armstrong's  bill  failed  to  become  law. 

House  bill,  HR  10612,  which  was  Introduced  by  Congressman 
A1  Ullman  in  1976  and  eventually  became  the  Tax  Reform  Act  of 
1976  did  not  contain  a provision  to  allow  reservists  to  par- 
ticipate in  IRA.  The  Senate,  however,  amended  HR  10612  to 
permit  reservists  to  participate  in  IRA. 18  The  Senate  Report 
accompanying  the  amended  bill  provides  an  excellent  rationale 
for  remedying  the  past  inequities  for  reservists.  Essentially, 
the  report  paralleled  Congressman  Armstrong's  arguments  ad- 
vanced during  hla  unsuccessful  efforts.19  The  Conference  Com- 
mittee accepted  the  Senate  amendment  for  inclusion  in  the  Act, 
and  the  law  was  enacted  on  October  4,  1976,  erasing  that  in- 
equity. 21 

The  legislative  history  as  well  as  the  passage  of  the  Tax 
Reform  Act  of  1976  cleerly  document  that  the  Congress  desired  to 
permit  reservists  who  usually  do  not  remain  in  the  service  for 
twenty  years  (end  thus  become  entitled  to  Title  III  reserve 
retirement)  to  enjoy  the  benefits  of  owning  an  IRA.  Therefore, 
the  lew  allows  e reservist  to  participate  in,  and  receive  re- 
tirement benefits  from,  both  en  IRA  end  Title  III  reserve  re- 
tirement. 
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dividual retirement  account  sincg  as  a reservist  he 
had  a retirement  plan  established  by  the  Federal  Gov- 
ernment, this  situation  should  not  have  occured  to 
self-employed  persons  for  they  were  authorized  to 
establish  their  retirement  plans  under  provisions  of 
the  Self-Employed  Individuals  Retirement  Tax  Act  of 
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personnel  most  effected  were  employees  of  companies 
that  had  no  retirement  plana. 

17 

Ibid 

18 

S.  Rept.  No.  938,  Part  I,  94th  Cong.,  2nd  Sees.,  (1976), 

P 450 

19 

Ibid 

20 

H.  Rept.  No.  1515,  94th  Cong.,  2nd  Sess.,  (1976) 
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90  Stat  1520,  1738  (1976),  PL  94-455,  Sec.  1503:  Partici- 
pation by  Members  of  Reserves  or  National  Guard .in 

Individual  Retirement  Accounts,  etc,  - (a)  General  Rulc.- 
Section  219(c)  (relating  to  definitions  and  special  rules 
for  retirement  savings  deduction)  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(4)  Participation  in  Governmental  Plans  by  Certain 
Individuals. - 

"(A)  Members  of  Reserve  Components. -A  member  of 
a reserve-  component  of  the  armed  forces  (as  defined  in 
section  26l(a)  of  title  10)  is  not  considered  to  be  an 
active  participant  in  a plan  described  in  subsection  (b) 
(3)(A)(iv)  for  a taxable  year  solely  because  be  is  a mem- 
ber of  a reserve  component  unless  he  has  served  in  excess 
of  90  days  on  active  duty  (other  than  active  duty  for 
training)  during  the  year. 
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Legislative  History 
1 February  197b 

DEPENDENCY -AND  INDEMNITY  COMPENSATION 

Legislative  Authority:  38  USC  401-423  (l976ed) 

Purpose : To  describe  the  significant  legislation  providing 
Dependency  and  Indemnity  Compensation  to  survivors  (including 
widows,  children,  and  parents)  of  deceased  reservists 


Background : In  the  event  of  death  during  peacetime,  compensation 
of  half -pay  for  five  years  .was  authorized  for  the  survivors  of 
officers  by  the  Act  of  March  l6,  1802.^  Similar  coverage  was 
expanded  to  enlisted  personnel  and  the  militia  in  active  service 
in  1836. 2 


For  those  disabled  and  for  the  survivors  of  those 
who  died  of  service  caused  disease  or  injury  a 
special  burden  of  care  was  assumed;  yet,  for  those 
who  were  aged  and  disabled  through  non-service- 
connected  causes  and  for  the  widows  and  orphans 
of  those  dying  of  non-service-connected  disabilities 
who  became  in  need,  the  Nation's  conscience  dictated 
an  honorable  measure  of  assistance. 

The  older  programs  were  in  tune  with  their 
times  and  related  to  an  agrarian  and  factory 
work  force.  Support  was  predicated  on  a need 
growing  from  inability  to  do  laboring  work  in 
a society  with  no  broadly  based  employment  insurance 
or  old  age  and  survivors  insurance  programs. 

As  times  changed,  needs  of  veterans  and  survivors  changed  also. 

The  Servicemen's  and  Veteran-'  Survivor  Benefits  Act  of  1958 

comprehensively  reformed  the  survivor  programs  for  the  military 

including  the  areas  of  death  gratuity  (see  Death  Gratuity  paper), 
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Old  Age  and  Survivors  Insurance  (see  PICA  paper),  and  Dependency 
Indemnity  Compensation  (DIC),  the  subject  df  this  paper. ^ A 
Senate  Report  of  195b  seems  to  describe  the  comprehensive  changes 
quite  neatly. 


The  bill  would  eliminate  the  present  wartime- 
peacetime differential  in  rates  payable  for 
servicemen's  death.  It  would  change  the  basis 
for  payment  to  widows  from  the  present  flat 
rate  for  all  to  one  determined  by  rank  or  pay 
grade  of  the  deceased  serviceman.  . . 

Generally,  the  bill  would  revise  upward  compen- 
sation payable  to  widows  of  servicemen  who  die 
on  or  from  "active  duty,"  "active  duty  for 
training,"  or  "inactive  duty  training"  after 
December  31,  195b.  Widows  now  on  the  rolls 
may  elect  to  retain  their  present  status  in 
highly  exceptional  cases  where  that  may  be 
more  advantageous.  In  the  great,  majority  of 
cases,  based  on  deaths  before  January  1,  1957 > 
where  widows  elect  to  "take"  under  the  new 
provisions,  the  applicable  basic  pay  would  be 
that  for  the  rank  held  by  the  deceased  husband 
under  the  pay  schedule  in  effect  January  1,  1957. 

Under  the  bill  the  definition  of  "widow"  would 
be  uniform  and  generally  more  liberal  than  the 
definition  under  existing  law.  Ac  a rule,  with 
few  exceptions,  the  amount  paid  the  widow  with 
children  would  not  be  increased  on  account  of 
additional  children  alder  two.  Remarriage  of 
Ihe  widow  would,  as  at  present,  stop  compensa- 
tion payments. 


Q 


Compensation  rates  for  children  where  there 
is  no  eligible  widow  will  be  payable  in  uniform 
amounts  without  relationship  to  the  military 
pay  grade  of  the  deceased  father.  These  rates 
are  slightly  higher  than  the  existing  rates 
for  children.... 

Current  definitions  of  children  are  not  changed. 

The  basic  age  limit  is  18  years,  except  for 
helpless  children  over  18  and  of  children 
attending  school  between  the  ages  of  18  and  21, 

The  bill  would  provide  supplemental  compensation 
by  the  Veterans*  Administration  of  $25  to  an 
orphan  child  who  is  helpless  and  over  18  years 
of  age  in  addition  to  the  basic  rate  to  such  a 
child.  The  bill  would  also  provide  payment  to 
a helpless  child  over  18  where  there  is  a widow; 
this  payment  would  be  made  concurrently  with  the 
payment  of  compensation  to  the  widow. 

In  a case  involving  an  eligible  widow  with  a 
child  between  18  and  21  attending  school,  the 
child  would  be  paid  $35  monthly  compensation 
in  addition  to  payments  to  the  widow. 

Payments  to  parents  would  be  changed  to  a sliding- 
scale  basis  with  15  rates.  The  rates  range  from 
$10  to  $100  per  month.  (Under  the  present  law 
there  are  It  rates;  peacetime  - $60  in  the  case  1 
parent  and  $bU  where  there  are  2 parents;  wartime  - 
$75  and  $80. 

Rates  paid  a single  parent  would  be  controlled 
by  the  parent's  annual  income.  The  income  scale 
on  which  payments  may  be  based  ranges  from  $7r,0 
per  year  to  $1,750  per  year.  Tne  rates  of  monthly 
compensation  follow  the  scale  in  inverse  order, 
ranging  from  $75  per  month  to  $15  per  month. 

The  range  for  2 parents  living  together  would  run 
from  $S0  each  where  the  combined  income  is  $1,000 
or  less  to  $10  each  i f the  combined  income  is  as 
high  as  $2,1*00.  There  are  variances  where  parents 
are  living  apart. 
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Under  existing  law  a parent  may  receive 
compensation  if  his  income  does  not  exceed 
$105  per  month.  Where  there  are  2 parents 
compensation  may  be  paid  if  their  combined 
income  does  not  exceed  $175  per  month. 
Government  insurance  and  any  other  payments 
from  VA  based  on  disability  or  death  are 
not  included  as  income. 

The  bill  defines  income  as  all  payments 
received  by  the  parents  from  any  sources 
except  death  gratuity,  donations  from 
relief  organizations,  payments  of  veterans 
disability  compensation  and  death  compen- 
sation on  account  of  other  deaths,  lump 
sum  payments  for  burial  paid  by  social 
security,  and  unusual  medical  expenses. 

Widows,  children  or  parents  eligible  for 
compensation  based  on  a death  prior  to 
January  1,  1957,  may  elect  to  take  the 
compensation  under  either  existing 
veterans  laws  or  under  the  provisions 
of  this  bill.  Parents  who  cannot  qualify 
for  compensation  under  present  law 
because  of  excessive  income  might  qualify 
for  a pro  rata  amount  under  the  bill. 

The  right  of  election  to  the  new  compensa- 
tion rates  under  the  bill  could  not  be  exer- 
cised if  a beneficiary  now  on  the  rolls 
continued  to  receive  servicemen's  indemnity 
(free  insurance)  payments.  But  the  election 
could  be  made  after  the  10-year  period  during 
which  such  insurance  payments  are  made, 
or  upon  waiving  the  indemnity  payments. 

Receipt  of  Government  insurance  (contract) 
payments,  as  distinguished  from  indemnity 
insurance  (free  insurance),  would  not 
present  election  or  require  an  offset. 5 


Broader  coverage  was  given  to  National  Guardsmen  and  reservists 
under  this  law. 

Like  the  present  law,  the  bill  covers 
deaths  resulting  from  active  duty  or 
active  duty  for  training,  but  effective 
January  1,  1957 5 it  would  extend  new 
coverage  for  death  resulting  from  injury 
sustained  by  reservists  or  national 
guardsmen  while  proceeding  to  or  returning 
from  training  pursuant  to  order  by 
competent  authority. 

This  extended  coverage  would  likewise  apply 
with  respect  to  travel  to  or  from  active  duty 
training,  without  regard  to  whether  travel 
was  specifically  authorized.  One  effect  of 
the  provision  would  be  to  cover  cases  of 
death  from  injury  while  enroute  to  weekly 
drill  (inactive  duty)  training  periods. 

The  bill  would  extend  coverage  to  national 
guardsmen  dying  from  disease  incurred  on 
active  duty  training  of  less  than  30  days. 

Such  coverage  is  now  limited  to  death  from 
inj ury.6 


Also  the  Federal  Employees'  Compensation  Act  coverage  for 
reserve  officers  for  peacetime  benefits  would  be  repealed  as  of 
January  1,  1957-  Where  death  occurred  prior  to  January  1,  1957 
survivors  could  elect  to  take  under  this  bill  or  under  the 
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Federal  Employee's  Compensation  Act  (FECA). 

Q 

The  Veterans'  Pension  Act  of  1959°  reformed  certain  inequities 
discovered  in  the  law  through  extension  hearings.  Among  other 
changes,  the  law  provided 

...  a fairer  test  of  need;  provide(s)  the 
same  eligibility  requirements  for  widows 
and  children  of  veterans  of  World  Wars  I, 

II,  and  the  Korean  conflict;  and  preserve^ ) 
to  those  persons  on  the  rolls  on  the 

effective  date  of  the  bill  the  right  to  so 

. 9 

remain. ' 

5 Q 
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This  test  placed  more  emphasis  on  "need"  than  on  "indemnity"  (com- 
pensation for  the  future  loss  of  income)  for  if  outside  income  were 
greate  r than  one  of  the  three  levels,  a greater  amount  of  the 
pension  was  reduced  rather  than  the  "all  or  nothing"  system.  No 
one  would  receive  less  under  the  new  law  than  before. 

10 

In  1961  Congress  corrected  a minor  inequity  by  allowing  widows 
of  veterans  "whose  deaths  are  due  to  service  connection  will  not 
be  less  generous  than  benefits  payable  to  widows  of  veterans 
whose  deaths  were  nonservice  connected."^ 

Congress  increased  DIC  rates  by  10  percent  to  children  and  parents 

*3.2 

of  deceased  veterans  on  1963.  Unlike  the  widows'  rates,  these 
rates  were  not  automatically  increased  with  basic  pay. ^3 

Congress  provided  increases  averaging  10  percent  in  1965.  Also 
the  definition  of  "child"  was  liberalized.^ 

A 1966  law  allowed  widows  with  children  to  receive  payment  of  DIC 

in  an  amount  equal  to  any  greater  amount  of  death  pension  which 

would  have  been  payable  to  the. children  had  they  been  otherwise 
15 

eligible.  Later  the  same  year  benefits  were  increased  to 
children  and  parents  of  deceased  veterans.^ 

Increases  in  benefits  and  income  limitations  to  receive  benefits 

were  made  since  an  increase  had  not  been  made  in  these  areas 

since  1963*  A cost  of  living  increase  in  excess  of  ^ percent 

l*r* 

occurred  in  that  span  of  time.  1 
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In  1968  Congress  substantially  increased  DIC  payments  and  income 


limitations  for  receiving  benefits  and  provided  a more  flexible 

18 

scale  of  benefits  as  income  increased.  .^resent  Social  Security 
increases  had  resulted  in  the  denial  of  benefits  to  surviving 
widows  and  parents  by  placing  them  above  the  maximum  income, 

eligibility  for  DIC,  nullifying  the  purpose  in  the  Social 

„ . x . 19 

Security  increase. 


Two  laws  were  past  in  the  91st  Congress  that  related  to  DIC.  One 
law  allowed  on  adopted  child  to  be  covered  before  final  adoption. 
The  DIC  rates  for  dependent  children  were  also  increased. 

The  second  law  raised  the  DIC  rates,  especially  for  those 

21 

survivors  of  lower  rank. 


By  law  monthly  dependency  and  indemnity 
compensation  payments  are  paid  to  the 
survivors  of  servicemen  and  veterans  whose 
death  is  related  to  their  military  service. 

As  the  name  implies,  the  purpose  of  the 
payments  is  to  provide  at  least  financial 
compensation  for  the  loss  suffered  by  these 
survivors.  Thus  dependency  and  indemnity 
compensation  payments  to  widows  and  orphans 
are  not  based  on  the  survivors'  needs. 22 

Thus  a greater  emphasis  was  placed  on  "need"  than  before. 

Congress  found  that  survivors  of  a large  number  of  lower 

ranking  young  servicemen  killed  in  Vietnam  had  increasing 

23 

problems  in  keeping  up  with  the  cost  of  living. 

Another  increase  in  benefits  and  income  limitation  was  made  in 

1970.  Also  certain  income  sources  were  excluded  in  determining 
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DIC  payments.  The  new  Social  Security  ircreases  would  have  ad- 
versely affected  the  benefits  received  by  many  survivors. 2^ 

In  the  last  month  of  1971 , Congress  further  increased  DIC  payments 

26 

because  of  inflation.  Also,  a new  formula  to  compute  the  income 

limitation  was  added  to  boviate  legislated  adjustments  upon  Social 
27 

Security.  This  formula  prevented  survivors  from  losing  more 
money  from  their  DIC  benefits  than  gained  in  outside  income  such 
as  Social  Security  payments. 

Congress  authorized  increases  in  1973  in  response  to  the  erasion  of 

28 

purchasing  power  from  inflation.  A proposal  to  give  Social  Security 
increases  special  treatment  so  as  not  to  reduce  benefits  was  re- 
jected. The  formula  under  the  1971  law  was  found  to  be  satisfactory 
in  that  it  gradually  reduced  benefits  as  outside  income  increased, 
thus  following  the  principle  of  payment  according  to  need.2^ 

In  1974  another  adjustment  for  inflation  ;ras  legislated  in  the 

Veterans  Disability  Compensation  and  Survivor  Benefits  Act  of  1974.^ 

An  automatic  adjustnKnt  for  inflation  was  rejected  since  Congress 

31 

wanted  to  monitor  this  area  closely.  Also  minor  changes  were  made 

32 

to  liberalize  payments. 

The  Veterans  and  Survivors  Pension  Adjustment  Act  of  1974  increased 

33 

the  rates  and  income  limitations.  Congress  expressed  concern  for 
a major  overhaul  of  the  system.  The  Administration  had  repeatedly 
asked  for  reforms  that  would  emphasize  "need"  as  opposed  to  "indemnity." 

8 


The  Veterans  Disability  Compensation  and  Survivor  Benefits  Act 

35 

of  1975  increased  DIC  benefits  because  of  inflation.  Congress 
expressed  concern  about  the  rigid  interpretation  by  the  Veterans 
Administration  of  their  law  and  regulations  concerning  benefits.'*’ 


The  Veterans  and  Survivors  Pension  Interim  Adjustment  Act  of  1975 

temporarily  raised  the  DIC  benefits  and  the  levels  of  income 

37 

exclusion. 

On  September  jO,  197b,  two  laws  were  passed  by  Congress  in  the 
area  of  Veterans  Benefits.  The  Veterans  and  Survivors  Pension 
Adjustment  Act  of  1976  made  permanent  the  previous  temporary 

38 

increases  in  benefits  and  income  limitations.  The  Veterans 
Disability  Compensation  and  Survivor  Benefits  Act  of  1976 
increased  DIC  benefits  and  income  limitations  because  of 

39 

inflation.  Congress  also  directed  the  Veterans  Administration 

to  determine  whether  benefits  should  continue  to  be  based  on 
40 

service  grade.  The  present  system  is  modified  by  need 
requirements  which  reduce  pensions  to  those  who  have  higher 
incomes.  In  turn,  certain  income  is  excluded  from  computation 
which  benefits  survivors  of  higher  grade  servicemen.  Thus  t lie 
present  law  is  based  both  on  indemnifying  a survivor's  loss 
of  income  and  compensating  a survivor's  needs  resulting  from 
the  loss  of  support  of  the  serviceman. 


Currently,  DIC  is  payable  to  the  survivors  of  military  personnel 
who  die  in  line  of  duty  while  on  active  duty,  active  duty  for 
training  (such  as  summer  camps  or  short  tours),  inactive  duty 
training  (such  as  weekly  drills),  including  travel  to  and  from 
active  duty  for  training  and  inactive  duty  training,  with  the 
Armed  Forces.  DIC  is  also  payable  when  death  occurs  following 
the  performance  of  service  mentioned  above  as  a result  of  a ser- 
vice -connected  disability.  The  Veterans  Administration  administers 
the  program. 

The  rate  of  DIC  applicable  is  determined  by  pay  grade  at  death 
while  in  active  service.  For  the  veteran,  the  pay  grade  upon 
separation  is  used.  The  services  determine  pay  grade  applicable. 
Amounts  payable  to  a widow  will  cease  upon  remarriage,  but  will 
continue  for  eligible  children.  Also  a special  allowance  is 
given  to  the  widow  if  she  is  blind,  in  a nursing  home,  etc. 

A child  may  also  receive  benefits  beyond  age  l8  if  he  or  she 
becomes  permanently  incapable  of  self-support  before  age  18. 
Dependent  parents  may  also  be  eligible,  depending  upon  their  in- 
come from  other  sources.^ 
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Legislative  History 
11  November  1977 


THE  DEATH  GRATUITY  AS  A BENEFIT  FOR  RESERVISTS 

Legislative  Authority: 

10  USC  1475  - 1480  for  Reservists 
32  USC  321  for  National  Guard 

38  USC  106(d)  for  Veterans 

70  Stat  868  (1956);  PL  84-881 

Purpose:  To  describe  the  legislative  intent  underlying  the 
death  gratuity  benefit  and  its  extension  to  reservists. 

Background:  This  paper  will,  perforce,  deal  with  the  death 
gratuity  benefit  in  isolation.  Obviously,  as  with  any  other 
benefit,  it  was  developed  to  meet  a perceived  need.  It  did 
not  exist  in  isolation  at  the  time  it  was  conceived  and  im- 
plemented; it  has  been  modified  through  time;  it  exists  today 
as  but  one  of  many  benefits  to  survivors  of  active  duty  ser- 
vice personnel  and  certain  reservists.  When  first  instituted, 
the  death  gratuity  was  seen  as  a substitute  for  life  insurance 
that  companies  would  not  sell  to  servicemen.  Later,  largely 
through  Federal  pressures,  financial  guarantees  and  subsidies, 
insurance  coverage  was  made  available  and  then  automatic.  Life 
coverage  was  increased  from  $3,000  to  5 to  6,  10  to  15,  and 
now  to  $20,000.  During  the  same  period,  the  death  gratuity, 
originally  established  at  the  equivalent  of  six  months'  pay 
in  1908,  from  $90  to  $4,000,  rose  with  periodic  pay  increases 
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from  $4o8  to  $7*656  by  1956.  The  judgment  of  Congress  that  year 
was  the  sums  were  both  too  small  and  too  large.  Congress  set 
an  $800  minimum  and  a $3*000  maximum  that  continues  today, 
more  than  twenty  years  later.  (Had  that  restriction  not  been 
imposed, the  October  1977  range  for  six  months  death  gratuity 
would  have  been  $2,400  - $24,000.) 


The  death  gratuity,  as  a lump-sum  payment  made  to  the  survivor 
of  a service  member,  has  a legislative  root  less  than  70  years 
long.  It  was  first  enacted  by  the  Congress  in  1908  as  an 
provision  in  the  annual  Army  appropriations  bill. 


. . . upcn  . . . death  from  wounds  or 
disease  contracted  in  line  of  duty  of 
any  officer  or  enlisted  man  on  the 
active  list  of  the  Army  . . . shall 
• • • (pay)  to  the  widow  ...  an 
amount  equal  to  six  months'  pay  . . . 
less  seventy-five  dollars  in  the  case 
of  an  officer  and  thirty-five  dollars 
in  the  case  of  an  0 listed  man  . . . 
for  expenses  of  intc  rment  . . . 

(Emphasis  added) 

The  rationale  for  the  six  months'  pay,  as  expressed  on  the 

floor  of  the  House,  is  important  here 

Mr.  Hull:  . . . the  widow  or  next  of  kin  of  an 
officer  who  dies  from  wounds  received 
in  battle  or  disease  contracted  in  ac- 
tive service  gets  six  months'  pay  of 
his  rank,  and  the  widow  or  next  of  kin 
of  a private  soldier  will  get  six  months' 
pay  of  his  rank.  It  is  a new  proposition. 


It  will  cost  the  Government  probably 

money  in  time  of  war.  In  time  of  peace 

it  will  cost  very  little  because  the  man 

has  to  die  in  active  service  as  a result 

of  the  service  either  from  wounds  or  disease.  . . 

Mr.  Dawson:  Will  that  in  any  way  change  the  pensionable 
status  of  that  widow? 

Mr.  Hull:  Not  a bit;  not  a bit. 

Mr.  Kahn:  That  simply  carries  it  for  the  Army 

practically  what  is  done  now  in  the  case  of 
a United  States  minister  or  consul  abroad, 
or  Member  of  the  House. 

Mr.  Hull:  Yes.  We  now  give  to  the  widow  of  every 

Member  of  Congress  who  dies  a year's  salary; 

I think  I am  not  wrong  in  that,  and  to  every 
employee  of  the  House  six  months'  pay. 

Mr.  Kahn:  That  is  very  true. 

Mr.  Hull:  It  simply  extends  to  the  Arty,  and  will  to 
the  Navy  and  Marine  Corps,  this  recognition, 
that  when  a man  is  called  away  and  his  family 
may  be  left  dependent  anjl  need  something  at 
once,  to  care  for  them. 


(The  Navy  and  Marine  Corps  were  covered  by  similar  — but, 
as  usual,  not  identical  — language  two  days  later. 

The  Army  appropriations  act,  the  foil  wing  year,  introduced 
the  further  qualification  that  the  gratuity  would  be  paid 
whenever  the  death  was  "not  the  result  of  his  own 
misconduct"  instead  of  when  death  was  "contracted  in 
the  line  of  duty."*4 
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(It  took  the  Navy  three  years  to  get  in  lock-step) 

Just  a month  before  the  Great  War  erupted  in  Europe,  the 
Array  doubled  the  size  of  the  death  gratuity  - but  only  for 
aviation  deaths . 


the  widow  of  any  (Army)  officer  or  en- 
listed man  who  shall  die  as  a result 
of  an  aviation  accident,  not  the  result 
of  his  own  misconduct,  (shall  receive) 
an  amount  equal  to  one  year's  pay  . . . 1 


This  time,  when  the  Navy  copied,  a year  later,  it  added 
curious  language  about  "wounds  or  disease,  the  result  of 
an  aviation  accident,"  and  dpubled  the  pension. 


In  the  event  of  the  death  of  an  officer  or 
a«i  enlisted  man  of  the  Navy  or  Marine  Corps 
from  wounds  or  disease,  not.  the  result,  of  his 
misconduct,  received  while  engageu  m actual 
flying  in  or  in  handling  aircraft,  the 
gratuity  to  be  paid  (in  lieu  of  the  amount 
specified  originally)  shall  be  an  amount 
equal  to  one  year's  pay  . . . 


. . . In  all  cases  where  (a  man)  dies  . . . 
or  is  disabled  by  reason  of  any  injury 
received  or  disease  contracted  in  line 
of  duty,  . . . flying  in  or  in  handling 
aircraft,  the  amount  of  pension  allowed 
shall  be  doublethat  authorized  (in  non- 
aviation) . . J 


U 


R 


The  basic  death  gratuity  entitlement  for  almost  forty  years 
has  been  PL  66-99  of  December  17,  1919* 

upon  . . . notification  of  the  death  from 
wounds  or  disease,  not  the  result  of  his 
own  misconduct,  ...  on  the  active  list 
of  the  Regular  Army  . . . paid  to  the 
widow  ...  an  amount  equal  to  six 
months'  pay  . . . 

At  first  glance  this  appears  only  to  be  a restatement, 
eleven  years  later,  of  the  original  legislation.  In  point  of 
fact,  it  turns  out  to  be  a reinstatement  of  the  death 
gratuity  benefit  after  it  had  been  repealed  (somehow)  by 
the  War  Risk  Insurance  Act  of  October  6,  1917.  This  Act 
had  amended  the  original  War  Risk  Insurance  act  of  1914 
whose  purpose  had  been  limited  to  having  the  Treasury 
Department  guarantee  or  underwrite  insurance  on  American 

vessels  and  cargo  (in  those  years  before  US  entry  in 
WW  I when  the  US  was  already  a najor  supplier  of  war 
materials).  The  1917  amendment  made  life  insurance 
available  to  military  personnel  through  Treasury  Department 
guarantees  and  subsidies.  Persons  could  purchase 
Insurance  in  multiples  of  $500  to  a maximum  of  $10,000  and 
lave  ^h^ir  premiums  deducted  from  their  military  pay.  The 
olicy  would  pay  off  in  monthly  payments  (as  distinct  from 
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lump-sum)  in  the  event  of  the  servicemember ’s  death  or 
disability  from  injury  or  disease.  All  conflicting  laws 
were  repealed.  In  that  way  the  Army  and  Navy  death 
gratuity  provisions  of  1908  were  repealed  - rather  than 
by  specific  citation.  The  confusion  from  such  imprecision 
only  came  to  light  in  the  next  two  years  as  servicemen 
and  their  survivors  made  known  their  distress  at  being 
done  out  of  a benefit.  The  War  Department  simply  got 
"tired  of  taking  the  static,"  to  use  a latter  day 
expression,  and  re-introdUQed  the  benefit  in  the  1919 
appropriation  act. 

Of  the  several  hundreds  of  pages  of  testimony  on  the  entire 
act,  a surprisingly  disproportionate  share,  perhaps  most 
of  20  pages  were  devoted  to  discussion  of  the  death 
gratuity.  It  was  patently  clear  that  even  the  Members 
of  Congress  who  had  amended  the  War  Risk  Insurance  Act  in 
1917  had  not  all  understood  they  were  replacing  a gratuity 
with  contributory  life  insurance. 

Mr.  Rayburn  maintained,  however,  that  it  had  not  been  repealed 

inadvertently  but  rather,  on  the  basis  that 

this  was  a democratic  Army  that  we  were 
raising,  and  that  a private  in  it  ought  to 
be  paid  the  same  compensation  as  a major 
general  ..." 
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That  position  was  challenged  by  Mr.  McKenzie  who  thought 
the  real  purpose  of  the  death  gratuity  was  to  enable  the 
widow  and  children  to  get  home  from  a distant  Army  post 
after  the  death  of  her  husband. ^ 

The  major  portion  of  the  discussion  on  the  House  floor 
had  to  do  with  aspects  of  the  bill  that  made  the  gratuity 
retroactive  to  the  time  of  passage  of  the  War  Risk  amend- 
ment (so  as  to  have  the  effect  of  maintaining  the  gratuity, 
without  break,  since  its  inception  in  1908),  and  the 
discrimination  involved  in  restricting  payments  only  to 
dependents  of  Regular  Army  and  not  to  those  of  National 
Guard  and  reserve  officers  killed  during  the  war.  The 
War  Department  most  definitely  wanted  to  restrict  such 
expenditures  to  Regulars.  No  one  seemed  to  have  any  hard 
figures  on  numbers  of  cases  or  costs  to  the<  taxpayer  - 
even  for  the  retroactive  provision.  Mr.  Swope  (Kentucky) 
pointed  out  that  ratios  he  had  seen  indicated  that  for 
every  one  family  of  a deceased  Regular  Array  soldier  to 
receive  the  gratuity  "three  families  of  National  Guard, 
drafted,  or  reserve  deceased  soldiers  would  receive 
nothing."  31 
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A Senate  amendment  tried  to  offset  any  other  death, 
benefit  payments  against  those  in  this  retroactive 
reinstatement  of  the  death  gratuity  but  that  was 
defeated. 


The  following  selected  excerpts  from  the  Congressional 
hearings  of  September  - December  1919  are  important 
background  to  understanding  the  earlier  purpose  of  the  death 
gratuity  as  well  as  to  current  consideration  of  its 
modification,  continuation,  or  possible  elimination. 

Mr.  Wadsworth 

...  It  is  to  restore  the  provision 
of  the~T5w  affecting  the  Regular  Army 
up  to  the  time  of  the  enactment  of  the 
war-risk  insurance  law,  "through  an 
obvious  error,  the  war -risk  insurance 
act,  by  implication  at  least,  repealed 
the  provision  of  the  law  which  had 
been  upon  the  statute  books  for  many 
years  under  which  the  nearest  of  kin 
. . . received  six  months'  pay  in  the 
nature  of  an  insurance  payment  to 
tide  over  the  emergency  caused  by  the 
death  of  the  bead  of  the  family 
(Emphasis  added) 


Mr.  Smoot 


. . . the  object  of  the  bill  is  simply 
to  authorize  the  Government  to  pay 
six  months'  pay  immediately,  so  that 
the  beneficiaries  may  have  the  use  of 
the  money  at  once.  ^ . . 

(Emphasis  added)  ^ 
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Mr.  Blanton 


I would  like  to  ask  the  gentleman  a 
question.  In  passing  the  Black 
amendment  to  the  war -risk  insurance 
act,  which  passed  in  the  House  by 
an  overwhelming  vote,  the  House  there- 
by announced  its  policy  that  it 
recognized  when  a man  gave  his  life 
to  his  country,  whether  on  the  battle 
field  or  not,  whether  he  was  a private 
or  an  officer,  he  gave  everything  on 
earth  of  value  that  he  had;  that  in 
giving  his  life,  the  private  gave  as 
much  as  the  officer,  and  that  his 
wife  should  be  remunerated  in  the  same 
amount.  If  that  is  the  announced 
policy  of  this  House  and  of  this 
Congress,  because  the  Senate  approved 
of  that  provision,  why  should  we 
announce  a policy  in  one  piece  of 
legislation  that  an  officer's  widow 
and  children  should  not  receive  any 
more  than  the  widow  and  children  of 
a private  phased  on  the  death  of  the 
husband,  and  then  in  this  proposed 
legislation  announce  a new  and  dif- 
ferent policy  that  an  officer *s  widow 
should  receive  in  some  cases  twenty 
times  more  for  the  death  of  her 
husband  than  the  widow  of  a private 
did  for  the  death  of  hers?^ 


Mr.  Anthony 


For  the  same  reason  that  an  officer 
receives  more  salary  than  the  private. 
The  gentleman  would  not  propose  to 
level  all  salaries. 


Mr.  Blanton 


But  salaries  are  for  services  rendered  in 
the  lifetime.  When  a man  gives  his  life  to 
the  service  of  his  country  and  the  flag 
of  his  country,  he  is  giving  everything 
he  possesses,  and  the  private  gives  just 

as  much  as  the  officer.  Death  is  a leveler 
of  all  persons  and  of  all  positions. 
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Mr.  Anthony 


According  to  the  gentleman's 
argument,  he  would  give  the  wife 
of  a Member  of  Congress  who  died 
no  more  than  he  would  give  the 
wife  of  a Doorkeeper  of  the 
House. 


Mr.  Blanton 


I know  that  Congress  pays  the  widow 
of  a Congressman  $7,500,  but  I am 
not  in  favor  of  it;  I am  against 
that  policy.  But  even  under  that 
pernicious  custom,  Congress  doeB 
not  pay  the  widow  of  the  most 
prominent  member  of  the  great  Ways 
and  Means  Committee  one  single  cent 
more  than  the  widow  of  the  obscurest 
member.  But  we  have  already  announced 
the  policy  that  we  would  not  give  the 
widow  and  children  of  an  officer  more 
than  the  widow  and  children  of  a private 


Mann  of  Illinois 


No  one,  however,  during  ny  experience 
has  ever  undertaken  to  take  away  from 
the  Amy  or  the  Navy  anything  to  their 
advantage  which  they  were  receiving. 

The  war -risk  insurance  act  covered  the 
officers  and  m?n  of  the  Regular  Army. 
Before  that  act  was  passed  it  was  the 
law  that  when  an  Amy  officer  died  his 
family  received  a gratuity  of  six  months' 
pay.  We  do  the  same  thli^s  with  an  em- 
ployee of  the  House.  Where  an  employee 
dies  the  Ooaaittea  on  Accounts  brings 
in  a resolution  giving  to  tbe  family 
of  the  deceased  a sum  equal  to  six 
month*  of  his  pay.  There  are  many 
reasons  why  such  practice  is  legitimate, 
and  probably  it  is  wise  to  have  that 
sort  of  thing  the  permanent  policy 
of  the  government.  Most  of  the  Army 
offloers  are  not  disponed  to  save  a 
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great  deal.  The  Amy  officer  knows 
that  aa  long  aa  he  ia  in  the  service  he 
receives  his  pay,  and  if  he  reaches 
the  age  of  retirement  his  pay  continues 
and  if  be  dies,  veil  there  you  take  the 
chance.  The  Government,  therefore, 
has  provided  in  the  past  that  it  will 
pay  to  the  widow  or  children  of  the 
deceased  Arny  officer  a sum  equal  to 
six  months  of  his  pay,  bo  that  they 
will. have. some  cash  in  hand  at  least. 


Row,  the  vnr*risk  insurance  act  was  in- 
tended to  take  the  place  or  ail  other 
gratuities  paid  tar  the  Government  To~ 

Army  officers  in  the  Regular  Establish- 
ment or  in  the  Volunteer  Establishment 
and  all  enlisted  men  both  in  the  Army 
and  in  the  Navy.  Here  was  a new  princi- 
ple that  came  up.  Instead  of  giving 
gratuities  in  other  vaya,  aa  pensions 
according  to  tbs  law  theretofore,  there 
was  a new  provision  provided  of  glvix* 
gratuities  by  the  Government  in  the  way 
of  compensation  or  whatever  you  may  call 
it.  Army  officers  were  given  the  benefit 
of  this,  both  in  the  regular  Establishment 
and  in  the  Rational  A my  Itself,  both 
officers  and  enlisted  men,  and  they  went 
through  the  war  without  making  a single 
objection,  as  far  as  I have  been  able  to 
learn,  that  they  were  not  well  cared  for 
under  the  wdr-risk  act.  But  after  the 
war  is  over  the  families  of  those  who 
had  died  received  the  benefit  of  the  war- 
risk  insurance  act,  both  officers  and  men, 
and  after  they  have  received  the  benefit 
which  Congress  concluded  the  Government 
should  give  them  some  bright  officer 
remembers  that  they  used  to  get  a gratuity 
of  six  months'  pay.  Therefore  this  bill 
is  sent  by  the  War  Department  to  Congress 
suggesting  i^at  that  six  souths j 
pay  or  gratuity  be  restored,  li  having  been 
rspaalad  tor  accident,  or  li  cidsct,  or 
whatever  it  tea. 
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It  ia  just  the  cmc  of  where  if  a 
enjoyed  a particular  tiling  and  yojx  give  him 
something  which  is  better,  he  wants  both. 
These  Army  officers  have  enjoyed  the  benefit 
of  the  war-risk  insurance  act  and  now  want 
the  benefit  of  the  old  custom  of  the 
Government  giving  their  families  a gratuity. 
There  is  no  reason  in  the  world  why  so  far 
as  the  war  deaths  are  concerned  there  should 
be  any  distinction  between  the  Regular  Amy 
and  the  National  Arnpr,  or  whatever  it  Is 
called.  (Applause)  And  there  is  no  reason 


for  giving  any  of  them  this  gratuity  now, 
because  they  are  taken  care  of  by  the  war - 
risk  insurance  act.  (Applause)  And  if  Congress 


should  undertake  to  give  them  all  a bonus 
of  some  kind  they  all  ought  to  get  the  benefit 


of  it  on  equal  terms.  (Applause)  Now,  the  first 


two  sections  of  this  bill,  drafted  by  the  War 
Department,  were  sent  to  Congress  to  be  enacted 
into  law.  The  Senate  oould  not  see  the  justice 
of  giving  these  officers  who  Lave  died  in  the 
service  the  benefit  of  the  war-risk  insurance  act, 
and  then,  in  addition,  an  entire  gratuity,  and 
inserted  an  amendment  in  the  bill,  which  is 


section  3 of  the  bill  providing  that 
if  the  war -risk  Insurance  was  paid  at 
least  ihe  six  months1  gratuity  to  be 
paid  should  be  deducted  from  that . 
Well,  as  to  the  past,  nobody  could 
object  to  that.  As  to  the  future, 
it  may  be  that  it  would  not  work 
very  well.  The  Army  says  it  draws 
a distinction  between  those  who 
take  insurance  and  those  who  do  not 
and  it  is  a penalty  on  those  who 
do  take  insurance.  Now,  the  committee 
recommends  striking  out  the  provision 
inserted  by  the  Senate  to  deduct  the 
amount  of  the  six  months'  gratuity 
from  the  war-risk  compensation  paid, 
and  then  provides  in  addition  that  we 
go  back  to  October  6,  1917  . . . 


. . . if  this  committee  will  just, 
disagree  to  that  amendment  . . . 
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it  will  restore  the  law  tc  what  it 


Mr.  Swope 


was  before  the  war,  with  the  one 
exception  that  the  officer  in  the 
Regular  Establishment  hereafter  may 
ta1re  insurance  under  the  war-risk 
insurance  act,  and  if  he  does  h£ 
receives  compensation  in  that  way 
and  also  will  get  the  benefit  of 
six  months*  gratuity.  (Emphasis  added)1-7 


. . . Now,  gentlemen,  I want  to  call 
your  attention  to  this  one  fact  about 

the  professional  soldier:  tfhen  a man 
goes  into  the  Regular  Army  as  a pro- 
fession, he  necessarily  undertakes 
all  the  hardships  and  hazards  of  that 
profession,  the  same  as  he  would  in  any 
other  profession,  and  for  that  reason 
he  is  not  entitled  to  any  more  than  a 
man  in  the  reserve,  draped  Army,  or 
National  Guard  while  on  active  duty. 

The  men  who  made  the  greatest  sacrifices 
were  the  merr-who  left  homes,  business, 
and  education  and  gave  up  all  for  the 
great  cause.  There  were  many  volunteers 
who  went  into  the  Regular  Army  at  the 
beginning  of  the  war  and  others  went 
into  the  National  Guard  . . . 

Mr.  Anthony 


Oh,  let  me  say  that  the  gentleman  from 
Massachusetts  is  making  the  same  mis- 
take that  has  been  made  many  times 
today  on  the  floor  of  this  House  by 
endeavoring  to  oonfound  this  legis- 
lation primarily  enacted  for  the  re- 
gular service  .with  the  service  rendered 
by  temporary  officers  and  men  enlisted 
for  the  period  of  the  war.  I do  not 
want  for  a minute  to  refuse  to  give 
everything  that  is  due  to  the  men  who 
went  into  the  temporary  service.  I 
think  they  should  have  everything  that 
we  can  do  for  them,  but  this  is  intended 
for  the  regular  service,  which  is  of 
an  entirely  different  nature  from  the 
pervice  rendered  by  the  other  men, .and. 
we  should  consider  it  purely  in  that 
light.  17 
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Mr.  Walsh 


The  gentleman  is  advancing  as  an 
argument  that  some  officers  of  the 
Regular  Army  failed  to  take  out 
insurance  and  therefore  their  de- 
pendents should  have  six  months' 
gratuity. 


Mr.  Anthony 

We  are  penalizing  the  families  because 
of  the  failure  of  the  husband  to  take 
out  insurance. 


Mr.  Walsh 


Hov  are  you  going  to  take  care  of  the 
families  of  the  volunteer  officers  who 
failed  to  take  out  Insurance T 

Mr.  Anthony 


They  are  not  considered  on  the  same 
basis  as  the  officers  of  the  Regular 
Army  for  the  reason  that  they  have 
not  given  15  or  20  years  of  their 
life  to  the  Government. 


Mr.  Walsh 


They  have  given  their  lives  in  the 
defense  of  their  oountry. 


I an  not  Minimizing  that. 


Ik 


Mr.  Anthony 


Mr.  LaGuardia 


. . . The  question  is  whether  the  families  of 
these  officers  shall  have  the  six  months  * 
allowance,  as  the  law  formerly  provided.  The 
officer  knew  that  if  he  died  in  the  service 
his  -family  would  receive  six  months*  pay 
and  allowance . The  real  reason  is.  as  every- 
one knows,  that  the  Regular  Army  officer 
lives  with  his  family  at  the  post  or  the 
barracks  or  anywhere  where  his  military 
duties  call  him,  and  that  when  he  dies  the 
family  is  compelled  to  move  out 
of  the  house  and  find  a home  elsewhere. 

So  that  the  families  of  these  officers  who 
died  after  October  6,  1917*  have  absolutely 
no  home.  They  are  destitute,  and  this 
talk  that  they  have  the  benefit  of  the 
war-risk  insurance  is  misleading,  because 
all  that  the  widow  receives  is  $57  a month 
if  the  officer  carried  the  full  $10,000 
insurance . So  it  is  not  a question  of 
giving  the  officer’s  family  more  consideration 
than  another  set  of  officers,  but  it  is 
carrying  out  a quasi  contractual  obligation 
on  the  part  of  the  Government  with  the 
families  of  these  officers  that  they  would 
receive  six  months'  allowance  in  case  of 
death,  and  that  is  all  there  is  to  it. 

If  we  do  not  allow  sufficient  com- 
pensation to  the  injured  sad  crippled 
officers  not  in  the  regular  status,  that 
is  our  own  fault-.  We  can  pass  any 
measure  we  desire  in  regard  to -that, 
and  this  discussion  that  we  have  had  in 
regard  to  the  volunteers  has  no  part 
in  deciding  the  merits  of  this  bill. 

All  we  have  before  us  is  the  question, 

Are  we  going  to  keep,  .faith  yith.the 
of  these  officers  who  ex- 
pected the  six  month ff  * 
who  did  not  know  it  was  repealed?  If 
the  Congress  did  not  know  it,  how  could 
you  expect  the  officers  or  their  families 
to  know  that  it  was  repealed?  In  all 
fairness  and  justice  let  us  be  manly 
about  this  and  help  those  families  by 
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The  Law  which  resulted  (as  stated  on  page  5)  from  this  testimony, 
reinstated  the  death  gratuity  of  six  months'  pay  for  Regular 
Army  personnel  effective  upon  passage  of  the  Act.  It  was  not 
made  retroactive,  nor  was  it  offset  against  the  proceeds  of 
insurance  coverage  or  extended  to  non-Regular  personnel. 

In  1920,  six  months  after  the  Army,  the  Navy  obtained  rein- 
statement of  its  1912  death  gratuity  authority.^  It,  too, 
made  clear  that  the  provisions  applied  only  to  the  Regular 
Navy  and  Regulai  Marine  Corps.  The  statute  also  specified  that 
each  service  member  without  a wife  or  child  had  to  designate 
the  "proper  dependent  relative"  to  receive  the  payment.  In 
addition,  nurses  or  the  active  list  were  covered  by  the  benefit. 

The  same  statute  extended  death  gratuity  provisions  to  the 
Coast  Guard.  (Before  that  i-ioe,  the  predecessor  organiza- 
tions to  the  Coast  Guard  had  the  authorization  to  continue  to 
pay,  for  two  years  after  his  death,  the  amount  the  husband 
"would  be  entitled  to  receive  as  pay  if  he  were  alive  and 
continued  in  the  service.  . , 

A 1923  amendment  stipulated  that  none  of  the  funds  used 

for  payment  of  the  six  months'  pay  would  be  conveyed  "to 

any  unmarried  child  over  twenty-one  years  of  age  . . . who 

22 

is  not  actually  a dependent  ..." 


In  the  following  year,  an  amendment  to  the  World  War  Veterans 
Act  of  1924,  would  seem  to  have  amended  the  death  gratuity 
legislation  by  requiring  that 


...  no  compensation  or  income  shall  be 
payable  for  death  inflicted  as  a lawful 
punishment  for  a crime  or  military  offense, 
except  where  inflicted  by  the  enemy  ...  23 


The  1919  statute  was  next  amended  in  1928  for  the  Army  to 
catch  up  to  the  Navy  by  granting  gratuity  to  the 
beneficiaries  of 


nurses  of  the  regular  Army  to  the  same 
extent  and  under  the  same  condition  as  to 
offigjsrs  and  enlisted  men  of  the  Regular 
Army 


A 1929  statute  reaffirmed  the  applicability  of  the  death 
benefit  only  to  survivors  of  Regular  Navy,  Marine  Corps, 
and  Coast  Guard,  but  extended  recipient  eligibility  to 
grandparents,  parents,  sister,  or  brother  if  it  could  be 
shown  they  were  actually  dependent.  25 
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A 1930  act  authorised  the  gratuity  payment  to  designated 
beneficiaries  of  members  of  the  Fleet  Naval  Reserve  and 
Fleet  Marine  Corps  Reserve  "who  die  while  on  active  duty 

11 

and  not  as  a result  of  their  own  misconduct. 


A new  military  category  of  "aviation  cadet"  was  established 
in  1933  and  some  special  benefits  were  authorized  to 
attract  youngsters  including  $10,000  of  free  Government 
life  insurance. 

A 1936  act  dealing  specifically  with  care  and  treatment  of 
reservists  did  not  mention  the  death  gratuity,  specifically, 
although  it  did  authorize  burial  expenses. ^ 

It  was  during  the  deliberations  leading  up  to  the  National 

I 

Defense  Act  of  1^39  that  the  subject  of  reserve  coverage 
really  cane  to  the  fore. 


. . . all  officers,  warrant  officers, 
and  enlisted  men  of  the  Army  of  the 
United  States,  other  than  the  . . . 
Regular  Anay,  if  called  or  ordered 
into  the  active  military  service  in 
excess  of  thirty  days , and  who  suTTer 
(Usability  or  death  in  line  of  duty 
from  disease  or  Injury.  . . shall  be 
. • . deemed  to  have  been  in  the  ac- 
tive military  service  . . , receive 
the  same  pensions,  compensation,  re- 
tirement pay,  and  hospital  benefits 
...  as  Regular  Army  . . . 

(Emphasis  added)  ^ 


R 


The  heated  discussions,  over  a period  of  three  veeks, 
pitted  the  forces  in  support  of  the  reserves  against  those 
who  supported  the  Weir  Department  view  (largely  based  on 
increased  cost  exposure)  of  restricting  the  full  array  of 
benefits  to  regulars.  In  the  end,  the  pro-reserve  forces 
prevailed.  What  follows  is  some  pertinent  excerpts 
characterizing  the  differing  points  of  view: 


Mr.  Faddis:  A Reserve  officer  called  to  active  duty 
in  the  Air  Corps,  or  anywhere  else,  who 
is  killed  in'  the  proper  performance  of 
that  duty  Is  just  as  dead  as  a Regular 
officer  killed  under  the  same  clrcumsTan c e s . 
tf  he  leaves  a family,  most  likely  he 
leaves  the  family  under  similar  circumstances 
as  that  of  a Regular  Army  officer  of  like 
grade  and  like  length  of  service.  Whatever 
may  be  the  condition  of  his  family,  they 
are  entitled  to  the  protection  of  this 
Government  just  the  same  as  is  the  family 
of  a Regular  officer. 

Anyone  in  the  Reserve  Corps  who  comes  out 
to  serve  his  country,  although  it  may  be  in 
a training  period,  does  so  very  often  at  a 
sacrifice  of  his  time  and  money.  He 
furnishes  the  most  unselfish  service  to  his 
country  of  any  man  who  serves  the  Nation. 

In  his  own  time  and  at  hi s own  expense  he 
goes  through  a period  of  training  that  is 
most  valuable  to  this  Nation,  and  by  the 
unselfish  service  rendered  to  the  Nation 
by  such  individuals  it  does  away  with  the 
necessity  of  maintaining  in  this  Nation  an 
arny  such  as  we  find  maintained  in  foreign 
countries  at  tremendous  expense.  Largely 
because  of  the  service  of  the  Reserve  officers. 
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we  are  able  to  maintain  a system  of 
national  defense  with  only  a small  standing 
Army.  The  Officers'  Reserve  Corps  is 
the  framework  upon  which  we  can  build  the 
Army  we  must  raise  in  case  of  necessity. 
Therefore,  if  we  are  going  to  have  an 
esprit  de  corps  in  the  Officers'  Reserve 
Corps,  if  we  are  going  to  have  them  give 
unselfishly  in  the  future  as  they  have  in 
the  past,  we  certainly  should  give  than  the 
same  protection,  if  they  are  injured  in  the 
proper  performance  of  their  duty,  as  we 
extend  to  the  Regular  officers  in  connection 
with  this  service. 

Mr.  May:  Does  the  gentleman  think  it  is  fair  to 

afford  the  same  rights  and  privileges  to  a 
man  who  has  been  in  the  service  for  a day 
or  two  only  and  happens  to  get  hurt  as 
against  a man  who  has  been  in  the  service 
for  10  years  and  has  served  for  all  these 
years? 

Mr.  Faddis:  I say  that  although  this  man  may  have  been 
in  the  service  only  a few  days  he  has  come 
there  to  render  to  his  Government  just  as 
much  service  as  he  is  capable  of  rendering, 
and  his  life  is  just  as  valuable  to  him  as 
the  life  of  a man  who  has  been  educated  at 
West  Point  is  to  him.  His  life  is  j ist  as 
valuable  to  him,  because  he  has  paid  for  his 
own  education,  as  if  the  Government  had  paid 
for  it,  and  he  is  entitled  to  the  full 
benefit  of  all  the  protection  this  Government 
can  give  him.  (Emphasis  added)  30 


Mr.  Case  of  South  Dakota. 

Why  should  you  discriminate  between  the 
Reserve  officer  and  the  Regular  officer 
who  might  happen  to  be  injured  or  killed  in 
the  same  ship  or  under  the  same  circumstances? 


Mr.  Thomason: 


I do  not  draw  that  line.  That  is  not 
the  issue  involved  here.  I believe  the 
record  will  show  that  the  Reserve  officers 
do  not  have  a better  friend  than  I. 

Mrs.  Rogers  of  Massachusetts: 

Mr.  Chairman,  will  the  gentleman  yield? 

Mr.  Thomason: 


I yield  to  the  gentlewoman  from  Massachusetts. 

Mrs.  Rogers  of  Massachusetts. 

Does  not  the  gentleman  believe  the  Reserve 
officers  should  be  given  added  protection? 

The  Regular  Army  officers  are  in  training 
every  day,  all  their  lives,  while  the 
Reserve  office  is  do  not  have  that  opportunity 
of  training  to  protect  themselves. 31 


Mr.  Edraiston: 


1 will  explain  the  30-day  provision. 

That  was  to  take  out  the  Reserve  officer 
who  is  called  into  the  seryice  for  a 

2 weeks'  training  period.  This  does  not 
apply  to  him,  but  when  they  call  upon  him 
for  exben&eA  duty  of  30  days  or  longer, 
he  goes  in  on  the  same  basis  as  a Regular 
Army  officer.  • (Emphasis  added)  32 


Mr.  McCormack: 

Mr.  Chairman,  I rise  in  opposition  to  the 
pro  forma  amendment. 

Mr.  Chairman,  I think  those  who  favor  this 
legislation,  who  have  been  fighting  for  it 
for  years,  now  that  we  have  it  in  this  bill, 
ought  to  keep  it  in  the  bill.  (Applause.) 
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Mr.. Clark  of  Missouri: 


Let  me  ask  the  Senator  from  Alabama  if  it  is 
not  a fact  that  there  is  no  substantial  dis- 
pute between  the  House  and  the  Senate  as  to 
this  provision?  The  only  dispute  is  between 
the  House  and  the  Senate,  on  the  one  hand, 
and  the  War  Department r on  the  other,  which 
is  opposed  to  the  whole  proposition?  The  War 
Department  opposed  to  it  exactly  in  the  same 
way  that  it  was  opposed  to  putting  emergency 
officers  who  were  permanently  disabled  during 
the  World  War  on  the  same  footing  with  Regular 
Army  officers.  It  is  the  same  old  controversy: 
the  War  Department  always  opposes  any  proposal 
to  out  on  the  same  footing  with  enlisted  men 
and  officers  of  thg_Eefml&r  Arav  men  who  are 
nafc  la  the  fismlac  EgtabJUshaent,  but  who  may 
make  the  same  sacrifices,  suffer  the  same 
disabilities,  and  be  under  the  same  economic 
disadvantages. 

While  I am  on  my  feet,  I express  the  opinon 
that  if  there  were  wxlUen  .Into  the  bill  a 
provision  making  the  appropriation  payable 
through  the.  Veterans'  Administration  instead 

of  helng  carried  in  the  War  Department  appro- 
priation hill  the  War  Dfipartiaftnt  would  with- 
draw Its  objection.  (Emphasis  added)  30 


When  the  National  Defense  Act  was  finally  passed  in  April,  1^39* 
it  contained  the  thirty-day  active  duty  threshold  for  reservists 
to  be  eligible  for  the  full  range  of  Regular  benefits. 
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The  Kawl  Aviation  Personnel  Act  of  1940  appeared  to  extend 
the  death  gratuity  benefits  to  Navy  and  Marine  reservists 

with  thi3  language. 

All  (members)  of  the  Naval  or  Marine 
Reserve  who,  if  called  or  ordered  into  . . 
service  in  excess  of  thirty  days j„  a.uffg£ 
disability  or  death  <n  line  of  duty  from 
disease  or  injury.  . . (are)  entitled  to 
receive  the  saeie  pension,  compensation, 
retirement  pay,  and  hospital  benefits  as 
(persons)  of  the  Regular  Nawor  Marine 
Corps  a a • (Emphasis  added) - 


It.  was 


not  until  three  days  after  Pearl  Harbor  that  the 


Congress  finally  ex 
of  all  Army  men  who 


tended  the  death  gratuity  to  dependent, 
died  in  line  of  duty  while  in  active 


service  - and  not  just  to 


the  dependents  of  Regulars. 


During  World  War  II,  several  refinements  were  added. 

The  Pay  Readjustment  Act  of  19»*2  made  it  possible  for 
military  retirees  called  back  to  active  duty  to  be  eligible 

for  the  death  gratuity • 

A minor  ^edification,  in  19^3,  provided  for  payment  of  the 
death  gratuity  to  a secondary  beneficiary  if  the  first  died 

before  receiving  payment.-^ 


Ail  amendment  to  .the  1920  basic  legislation  on  Navy /Marine 
Corps  death  gratuity  expanded  the  list  of  eligible 
beneficiaries 

Widow  . . . child  ...  to  any  other 
dependent  relative,  any  grandchild, 
parent,  brother  or  sister,  or  grand- 
parent shown  to  have  been  dependent 
...  an  amount  equal  to  six  months' 
pay  ...  of  persons  of  the  Regular 
Navy  and  Marine  Corps  . . and 
Coast  Guard 

and  required  those  without  wife  or  child 

to  designate  the  proper  dependent 
relative  to  whom  (the  death  gratuity) 
shall  be  paid  . . . 

in  the  event  of  the  death  of  any  bene- 
ficiary before  payment  to  and  collection 
by  such  beneficiary  . . . such  amount 
shall  be  pu.id  to  the  next  living  bene- 
ficiary in  th^  order  of  succession 
above  stated 


From  the  standpoint  of  the  reserves  of  the  Navy  and 
Marine  Corps,  the  most  significant  amendment  was 
FL  fd-108  devolving  from  Margaret  Chase  Smith's 
donate  Bill  213  which  was  designed  to  provide  benefits 
for  members  of  the  reserve  components  who  suffered 
disability  or  death  from  injuries  incurred  while 
c:igaged  in  active  duty  training  for  periods  of  less  than 


thirty  days  or  while  engaged  in  inactive  duty  ti’aining. 


(1)  if  called  or  ordered  into  active 
naval  or  military  service  ...  in 
excess  of  thirty  days,  suffer  disability 
or  death  in  line  of  duty  from  disease 
while  so  employed  or 

(2)  if  called  or  ordered  ...  to 
active  naval  or  military  service  or 
to  perform  active  duty  for  training 
or  inactive  duty  training  for  any 
period  of  time,  suffer  disability 
o?  death  in  line  of  duty  from  injury 
while  so  employed; 

shall  be  deemed  to  have  been  in  the 
active  naval  service  during  such  period, 
and  they  or  their  beneficiaries  shall  be 
in  all  respects  entitled  to  receive  the 
same  pensions,  compensation,  death 
gratuity,  retirement  pay,  hospital 
benefits,  and  pay  and  allowances  . . . 
of  the  Regular  Naw  cr  Marine  Corps  . . . 
(Emphasis  added) ^ 


Among  other  benefits  for  those  reservists,  it  granted  their 
beneficiaries  the  death  gratuity  where  death  resulted 
from  injury.  The  act  was  made  retroactive  to  the  end  of  the  war 
(1^  Aug  t5)  and  thereby,  among  other  benefits,  made  the  death 
gratuity  payment  available  to  the  dependents  of  35  Army,  135 
Air  Force,  113  Navy  and  Marine  Corps  reservists  who  had  been 
killed  on  periods  of  loss  than  30  days  of  active  duty  between 
that  time  and  passage  of  the  act  on  20  June  19^9* 
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The  same  year,  the  complete  revision  of  the  Coast  Guard  statutes 

(title  14)  set  forth  this  wording: 

the  provisions  of  law  relating  to  the 
payment  of  an  additional  amount  of  pay 
to  the  widow,  children  or  ether  dependent 
relative  of  an  officer  or  enlisted  person 
of  the  Regular  Navy  or  Marine  Corps  upon 
official  notification  of  the  death  of 
such  officer  or  enlisted  man  shall  apply 
in  the  same  manner,  to  the  same  extent,  and 
under  the  same  conditions  to  officers  and 
enlisted  men  of  the  Regular  Coast  Guard. 

The  authority  and  duty  vested  in  the  Secretary 
of  the  Navy  by  such  provisions  of  law  shall 
be  exercised  by  the  Secretary  of  the  Treasury 
in  the  application  and  administration  of 
such  laws  to  the  Coast  G^ard  when  it  is  in 
the  Treasury  Department. 


Those  "temporary  members"  of  the  Coast  Guard  Reserve  (i.e., 
those  civilian  owners  or  crew  members  of  motorboats  and  yachts 
placed  at  the  disposal  of  the  Coast  Guard  in  time  of  national 

emergency)  were  covered  by  attributing  to  those  unpaid  volunteers 

41  Jjj 

a monthly  pay  rate  of  $150.  That  figure  was  raised  to  $j00  in 

1956  and  to  $b00  in  1974. 


The  Korean  War  had  been  underway  for  almost  ten  months  by  the 
time  Congress  took  action  on  the  matter  of  insurance  protection 
for  reservists  and  guardsmen  killed  during  the  war.  When  ac- 
tion was  taken  it  did  make  retroactive  in  the  Servicemen's 
Indemnity  Act  of  1951  that 


. . . provided  that  on  and 
after  June  27.  195Q.  jany 
person  in  the  active  service 
...  or  the  reserve  components 
thereof,  including  the  National 
Guard  when  called  or  ordered  to 
active  duty  or  active  training 
for  fourteen  days  or  more  . . . 
shall  be  automatically  insured 
by  the  United  siates  without 
cost  to  such  person,  against 
death  in  such  service  . . . for 
$10,000  . . . 


. . . any  person  called  to  ex- 
tended active  service  for  a per- 
iod exceeding  thirty  days  shall 
continue  to  be  so  protected  for 
a period  of  one  hundred  and 
twenty  days  after  separation  or 
release  . . , 


. . . persons  in  the  Reserve  com- 
ponents, including  the  National 
Guard,  while  engaged  in  aerial 
flights  in  Government  owned  or 
leased  aircraft  for  any  period, 
with  or  without  pay  as  incident 
to  their  military  or  naval  train- 
ing, shall  be  deemed  to  be  in  the 
active  service  for  the  purposes 
of  this  Act  . . .U 


In  August  1956,  the  Servicemen's  and  Veterans'  Survivor  Bene- 
fits Act  was  passed  that  set  forth  the  death  gratuity  entitle- 
ment substantially  as  it  is  today  (1977).  Eligibility  was 
extended  to  (dependents  of)  Guardsmen  and  reservists  whose 
deaths  resulted  on  or  from  active  duty  for  training  for  30 
days  or  less,  or  while  they  were  on  inactive  duty  training. 

The  gratuity  also  applied  to  death  from  disease  incurred  on 
active  duty  training  of  less  than  30  days.  (Such  coverage 
had  been  limited  to  injury.)  Furthermore,  beginning  1 January 
1957  the  Act  would  extend  new  coverage  for  death  resulting 
from  injury  of  the  reservists  or  Guardsman  while  traveling 

]i]iA 

directly  to  or  from  training  or  drills. 

Because  of  its  importance,  the  complete  section  relating  to 
death  gratuity  (two  pages  of  the  30  page  act)  is  excerpted 
for  inclusion  in  this  paper. 


Excerpt  from  the  Servicemen's  and  Veterans'  Survivor  Benefits 
Act  of  August  1,  1956  (PL  84-881): 

TITLE  III— DEATH  GRATUITY 

DZATHt  XXTITLXXO  I Cl  TTY  OM  TO  DEATH  Q1ATCTTT 

Sec.  301.  (si  Except  u provided  in  Motion  804  (a),  the  Secretary 
concerned  shall  have  a death  gratuity  paid  immediately  upon  official 
notification  of  the  death  of  a member  of  a uniformed  aerrice  under  his 
jurisdiction  who  dies  while  on  active  duty,  active  duty  for  training,  or 
inactive  duty  training. 

(b)  The  death  gratuity  shall  equal  six  months’  basic  pay  (plus 
special  and  incentive  pays)  at  the  rate  to  which  the  deceased  member 
of  a uniformed  eerrice  was  entitled  on  the  date  of  his  death,  but  shall 
not  be  less  than  $800  nor  more  than  $3,000. 

(c)  The  death  gratuity  shall  be  paid  to  or  for  the  living  survivor 
or  survivors  of  the  deceased  member  of  a uniformed  service  Brat  listed 
below: 

(1)  His  spouse. 

(2)  His  children  (without  regard  to  their  age  or  rntn  al  status)  in 
equal  shares. 

(3)  His  parents  or  his  brothera  or  sisters  (including  those  of  the 
1 half  blood  and  those  through  adoption) , when  designated  by  him. 

(4)  His  parents  in  equal  shares. 

(5)  His  brothers  ana  sisters  (including  those  of  the  half  blood  and 
those  through  adoption)  in  equal  shares. 

(dl  If  a survivor  dies  before  he  receives  the  amount  to  which  he  is 
entitled  under  this  title,  such  amount  shall  be  paid  to  the  then  living 
survivor  or  survivors  first  listed  under  subsection  (c). 

UncXDUTZ  FA  not  XT  OP  DEATH  OKATUTTT 

See.  808.  In  order  that  payments  under  section  301  may  be  made 
immediately,  the  Secretary  concerned  (1)  shall  authorise  the  com- 
mending officers  of  military  or  navel  commands,  installations,  or  dis- 
tricts, in  which  survivors  of  deceased  members  of  the  Army,  Navy,  Air 
Force,  Marine  Corps,  or  Coast  Guard  are  residing,  to  determine 
the  survivors  eligible  to  receive  the  death  gratuity,  and  (8)  shall 
authorise  the  disbursing  or  certifying  officer  of  Men  such  command, 
installation,  or  district  to  make  the  payments  to  the  survivors  so  de- 
termined, or. certify  the  peyments  due  to  such  survivors,  as  may  be 
appropriate. 

death  ooatuttt  oovzeaob  Arm  ACTIVE  SBVICE 

Sec.  SOS  .a)  The  Secretary  concerned  shall  have  a death  gratuity 
paid  in  any  cam  where  a member  pt  former  member  of  a uniformed 
service  dies  on  or  after  January  1, 1857,  during  the  one  hundred  and 
twenty-day  period  which  begins  on  the  day  following  the  date  of  his 
discharge  or  release  from  active  duty,  active  duty  for  training,  or 
inactive  duty  training,  if  the  Administrator  determinm  that  the  death 
resulted — 

(1)  from  disease  or  iniury  incurred  or  aggravated  while  on 
such  active  duty  or  active  duty  for  training;  or 
(8)  from  injury  incurred  or  aggravated  while  on  such  inactive 
duty  training.  ¥$ 
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(b)  Whenever  the  Administrator  determines,  on  the  basis  of  a 
claim  for  benefits  filed  with  him  under  title  II  of  this  Act,  that  a 
death  occurred  under  the  circumstances  referred  to  in  subsection  (a), 
he  shall  certify  that  fact  to  the  Secretary  concerned;  in  all  other 
cases,  he  shall  make  the  determination  referred  to  in  that  subsection 
at  the  request  of  the  Secretin  concerned. 

(c)  The  standards,  criteria,  and  procedures  for  determining  in- 
currence or  aggravation  of  a disease  or  injury  under  this  section  shall 
(except  for  line  of  duty)  be  those  applicable  under  disability  compen 
sation  laws  administered  by  the  Veterans'  Administration. 

(d ) For  purposes  of  computing  the  amount  of  the  death  gratuity  to 
be  paid  by  reason  of  this  section,  the  deceased  person  shall  be  deemed 
to  be  entitled  on  the  date  of  his  death  to  basic  pay  (plus  special  and 
incentive  pays)  at  the  rate  to  which  he  was  entitled  on  the  last  dav  he 
performed  such  active  duty,  active  duty  for  training,  or  inactive  duty 
training. 

(e)  No  amounts  shall  be  paid  by  reason  of  this  section  unless  the 
Administrator  determines  that  the  deceased  person  was  discharged 
or  released  under  conditions  other  than  dishonorable  from  such  pe- 
riod of  active  duty,  active  duty  for  training,  or  inactive  duty  training. 

ADMiKumMYtvz  monsioNs 

Sac.  S04.  (a)  No  payment  shall  be  made  under  this  title  if  the 
deceased  member  of  a uniformed  service  suffered  death  as  a result  of 
lawful  punishment  for  crime  or  for  a military  or  naval  offense,  except 
when  death  was' so  inflicted  by  any  hostile  force  with  which  the  Armed 
Forces  of  the  United  States  have  engaged  in  armed  conflict. 

(b)  Payments  under  this  title  shall  be  made  from  appropriations 
available  for  the  pay  of  members  of  the  uniformed  service  concerned. 

(c)  A member  of  a reserve  component  of  a uniformed  service  who 
performs  active  duty,  active  duty  for  training,  or  inactive  duty  train- 
ing. without  pay,  snail,  for  the  purposes  of  this  title  only,  se  con- 
sidered as  having  bsen  entitled  to  basic  pay  while  performing  such 
duties.  In  the  case  of  a member  of  a reserve  component  of  a uni- 
formed service  who  suffer*  disability  while  on  active  duty,  active 

duty  for  training,  or  inactive  duty  training,  and  is  placed  in  a pay 
status  while  he  is  receiving  hospitalization  or  medical  care  (includ- 
ing out-patient  care!  for  such  disability,  he  shall  be  deemed,  for  the 
purpoaas  of  this  title,  to  continue  on  active  duty,  active  duty  for 
training,  or  inactive  duty  training,  as  the  ease  may  he,  for  ao  kmg  as 
he  reauins  in  a pay  status. 

(d)  For  purposes  of  this  title,  a man  or  woman  shall  be  considered 
to  be  the  spouse  of  a member  of  a uniformed  service  if  legally  aaarried 
to  the  j^ember  of  a uniformed  service  at  the  time  of  the  member's 


That  act,  significantly,  picked  up  the  120  day  provision  for 
extended  coverage  after  separation  that  had  been  introduced 
for  life  insurance  coverage  in  the  Servicemen's  Indemnity 
Act  of  1951.  Such  post-service  entitlements  were  to  be 
determined  by  the  Veterans  Administration,  but  paid  by  DoD. 

As  to  the  amount  of  the  gratuity,  the  change  was  significant 
too.  Although  the  language  maintained  the  phrase  "six  months' 
pay"  it  was  qualified  as  to  be  "not  less  than  $800  nor  more 
than  $3,000."  A day  before  enactment,  a death  would  have  re- 
sulted in  a gratuity  ranging  from  $468  to  $8, 648. based  on  pay 
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rates  then  in  effect.  iUlitary  disbursing  officers  were  authorized 
to  make  immediate  payments  so  as  to  continue  the  original  in- 
tent of  the  gratuity  of  placing  funds  readily  at  hand. 


The  provisions  of  the  Survivors  Benefits  Act  were  picked  up  in 

two  statutes  in  1958  - periodic  overhauls  of  the  United  States 

Code.  Public  Law  85-861^®  revised  titles  10,  14,  and  3£,  while 

49 

Public  Law  85-857  consolidated  veterans  matters  in  title  38* 

In  the  codification,  the  expression  "six  jnonths'  pay"  was  sub- 
stituted for  "six  months'  basic  pay  (plus  special  and  incentive 
pays)."  This  was  not  a change  in  entitlement  or  reversion  to 
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earlier  wording  but  a rather,  a simplification  deriving  from 
the  point  that  "pay"  as  defined  in  title  10,  section  101,  reads 
as  follows: 

(2?)  "Pay"  includes  basic  pay, 
special  pay,  retainer  pay,  in- 
centive pay,  retired  pay,  and 
equivalent  pay,  but  foes  not 
include  allowances. 

Under  existing  law  (in  1964)  individuals  had  coverage,  for  pur- 
poses of  death  benefits,  for  diseases  contracted  or  injuries 
sustained  while  proceeding  to  or  returning  from  extended  active 
duty,  regardless  of  when  that  duty  was  performed.  However, 
with  respect  to  active  duty  for  training  or  inactive  duty 
training,  individuals  were  covered  only  for  injuries  sustained 
while  proceeding  to  or  returning  from  such  training  duty  if 
the  injury  occurred  on  or  after  1 January  1957.  The  Veterans 
Administration  sought  to  remove  that  date  restriction  in  a 
draft  bill  transmitted  with  a memo  of  12  May  I96U  that  said 
in  part 


. . . we  believe  that  all  re- 
servists who  may  have  been  in- 
jured while  proceeding  to  or 
returning  from  such  duty  should 
be  given  the  benefit  the  por- 
tal-to-portal  provision  ...  51 


3,' 


i 


The  statute  eliminated  the  cut-off  date. 


52 


The  following  year,  as  the  Vietnam  War  was  building  up,  the 
Congress  provided  for  automatic  life  insurance  coverage  of 
$10,000  or  $5,000  unless  the  serviceman  took  action  to  opt 
out.  Section  Three  of  the  Act  provided  for  a death  gratuity 
of  $5,000  for  a death  from  combat.  That  sum  was  to  be  re- 
duced, however,  by  any  DIC,  NSLI,  or  USGLI  amounts  payable. 
(This  was  in  addition  to  and  not  in  lieu  of  the  basic  death 
gratuity  entitlement  described  in  this  paper.) 

Then,  in  1970,  PL  91-291  was  passed  to 


automatically  insure  any  member 
of  the  uniformed  service  on  ac- 
tive duty,  active  duty  for  train- 
ing, or  inactive  duty  training 
scheduled  in  advance  by  competent 
authority,  against  deathin  the 
amount  of  $15,000  . . . - 


Next,  the  Veterans  Insurance  Act  of  197^  increased  the  maxi- 
mum 90LI  coverage  to  $20,000  but  stipulated  that 


no  person  may  carry  a combined 
amount  of  3GLI  end  VGLI  in  ex- 
cess of  $20,000  at  any  one  time 


Mention  of  this  insurance  coverage  is  important,  I believe, 
because  it  is  a significant  element  of  the  military  estate 
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benefits  available  to  reservists.  The  death  gratuity  entitle- 
ment, you  will  recall,  was  originally  instituted  in  1908  be- 
cause life  insurance  hadn’t  been  obtainable  without  a war  ex- 
clusion qlause.  When  the  war-risk  insurance  coverage  was  intro- 
duced by  the  Congress  during  the  first  World  Wax,  the  death 
gratuity  was  scrapped.  The  subsequent  hue  and  cry  brought  about 
reinstatement  of  the  death  gratuity  in  1919  without  eliminating 

the  life  insurance  coverage.  Since  that  time  the  two  benefits- 
have  existed  in  parallel:  life  insurance  coverage  has  quadrupled 
and  the  death  gratuity  maximum  has  been  reduced  and  held  to  a 
statutory  maximum  of  $3»000. 

Life  insurance  as  a concept  is  now  universally  understood. 

The  amount  of  military  coverage  has  increased  rapidly  because 
of  the  need  for  the  military  to  be  competitive  in  its  total 
compensation  and  benefit  package. 

The  death  gratuity  concept,  on  the  other  hand,  is  an  archaic 
one  whose  function  would  appear  largely  to  have  been  taken 
over  by  life  insurance.  (Although  no  data  are  available,  it  is 
quite  likely  that  most  officers,  and  probably  senior  NCO's 
suppleiuent  their  military  group  life  insurance  with  individual 
policies  just  as  their  contemporaries  do  in  civilian  life.) 

To  the  best  of  our  knowledge,  no  major  US  corporations  cur- 
rently provide  a cash  death  gratuity. 


Certainly,  the  original  intent  of  providing  immediate  funds 

to  allow  the  family  of  the  deceased  to  vacate  government 

quarters  at  a distant  post  and  make  its  way  back  home  is  no 

longer  valid  for  the  Regular  establishment  and  even  less  so 

for  the  Reserves.  The  lump  sum  payment  was  helpful  in  the 

past  when  life  insurance  payments  were  only  available  in 

monthly  installments  over  a ten  year  period.  The  lump  sum 

gratuity  . is  also  tax  free. 

the  amounts  paid  gratuitously  to 
the  beneficiaries  of  . . . member(s) 
of  the  Armed  Forces  . , . represent 
a gift  by  the  United  States  and  are, 
therefore,  excludable  from  the  gross 
income  of  such  beneficiaries  under 
the  provisions  of  section  22(b)(3)  -s 
of  the  Internal  Revenue  Code  of  1939. 

Furthermore,  the  absurdity  of  the  "six  months'  pay  . . . not 
, . . less  than  $800  or  more  than  $3,000"  comes  into  focus 
with  the  recognition  that  those  who  drafted  the  benefit  in 
1908  had  deliberately  sought  to  provide  a differential  by  rank, 
ranging  from  $90  to  $4,000  a factor  of  44.  Without  the 
statutory  limitation,  the  dependents  of  an  E-l  could  now 
draw  about  $2,400  and  those  of  an  0-10  about  $24,000,  only 
a factor  of  10.  Now,  with  the  statutory  limitation  the 
difference  by  rank  is  miniscule  and  will  likely  disappear 
with  the  next  pay'  raise.  Such  a flat  or  uniform  payment 
is  precisely  what  is  paid  through  the  medium  of  life 
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insurance.  In  fact,  currently,  any  regular,  or  any  active 
reservist,  paying  a very  modest  annual  premium,  (thanks 
to  group  rates  and  Government  subsidy),  can  protect  his 
family  to  the  level  of  $20,000. 

Therefore,  it  appears  the  only  useful  purpose  surviving  the 

original  intent  relates  to  providing  an  immediate  cash 

67 

payment  to  survivors:  is  this  still  necessary? 


36 


REFERENCES 


1 35  Stat  108  (1908);  PL  60-112 

2 Congressional  Record,  May  8,  1908;  Vol  42,  Part  6,  p 5917 

3 35  Stat  128  (1908);  PL  60-115 

4 35  Stat  735  (1909);  PL  60-305 

5 37  Stat  329  (1912);  PL  62-290 

6 38  Stat  516  (1914)*,  PL  63-143 

7 38  Stat  939  (1915);  PL  63-271 

8 4l  Stat  367  (1919);  PL  66-99 

9 Congressional  Record,  Dec  3>  1919,  Vol  59*  Part  1,  p 78 

10  Ibid 

11  Ibid  p 88 

12  Congressional  Record,  Sep  22,  1919*  Vol  58,  Part  6,  p 5693 

13  Congressional  Record,  Dec  3>  1919*  Vol  59,  Part  1,  p 79 

14  Ibid 

15  Ibid  p 82 

16  Ibid  p 83 

17  Ibid  p 91 

18  Ibid 

19  4l  Stat  824  (1920);  PL  66) -243 

20  Ibid 

21  22  Stat  57  (1882);  PL  47-Ch  117 

22  42  Stat  1385  (1923);  PL  67-465 

23  43  Stat  1305  (1925);  PL  68-628 

24  45  Stat  249  (1928);  PL  70-111 

25  45  Stat  710  (1928);  PL  70-473 


37 


26  ^6  Stat  268  (1930) ; PL  71-194 

27  49  Stat  157  (1935);  PL  74-37 

28  49  Stat  1507  (1936);  PL  74-677 

29  53  stat  557  (1939);  PL  76-18 

,0  Hearings  on  H.R.  3791,  Congressional  Record,  Feb  15,  1939,  Vol  84 

5 part  2 , p 1437 

31  Ibid  p 1438 

32  Ibid  p 1439 

33  Ibid  p 2288,  March  6,  1939 

34  54  Stat  864  (1940) ; PL  76-775 

35  55  Stat  796  (1941)*  P4  77-329 

36  56  Stat  367  (1942);  PL  77-607 

37  57  stat  599  (1943)5  PL  78-198 

38  58  Stat  129  (1944);  PL  78-269 

39  63  Stat  201  (1949)*  8l”108 

40  63  Stat  534  (1949)5  ^ 8l -207 

41  Ibid  p 553 

42  70  Stat  981  (1956)5  PL  84-955 

43  88  Stat  141  (1974)5  PL  93-283 

44  65  Stat  34  (1951)5  PL  82-23 

44a  Sanata  Report  lo.  2380,  June  27,  1956  to  accompany  HR  7089 
that  bacaaa  PL  84-881  1956  Congraaaional  Hava,  p 3983 

45  70  Stat  8Cv'<  ,1956)5  84-881 

46  Ibid,  p 869 

47  1956  Congressional  News,  p 3979 

48  72  stat  1544  (1958):  PL  35-861 

49  72  Stat  1122.(1058);  PL  85-857 

50  Title  10  USC,  Section  101  (27)  (1958) 


51  1964  Congressional  News,  p 3781 

52  78  Stat  994  (1964);  PL  88-6l6 

53  79  Stat  880  (1965);  PL  89-214 

54  84  Stat  326  (1970);  PL  91-291 

55  88  Stat  169  (1974);  PL  93-289 

56  Revenue  Rule  55-330,  Regulation  118,  Section  39.27(b)(3), 
Internal  Revenue  Bulletin,  CB  1955-1,  Jan-Jun55 

57  AFM  177-105,  Chapter  7,  P 1,  17  Jan  77,  requires  that 
disbursing  officers,  "Make  payment  within  24  hours  when 
the  eligible  beneficiary  can  be  determined  and  there  is 
no  doubt  as  to  propriety  of  payment." 


RCSS 

Legislative  History 
27  October  197,7 

BURIAL  EXPENSES  AS  A BENEFIT  FOR  RESERVISTS 

Legislative  Authority:  10  USC  l48l  to  1488 

24  USC  281,  271-276 

38  USC  901  “to  908  and  1000  to  1004 

Purpose: . To  provide  an  understanding  of  the  Congressional 
intent  as  manifest  in  the  legislative  history  of  this  benefit. 

Background:  As  with  other  benefits,  it  is  helpful  to  seek  out 
the  genesis  of  its  introduction  for  active  duty  forces  and  then 
to  get  an  understanding  of  when,  how,  and  why  it  was  extended 
to  reservists.  This  description  is  two  sections  covering: 

Burial  Expenses,  and  the 
Burial  Flag, 

Burial  Expenses 

There  appears  to  have  been  no  earlier  references  to  burials  in 
the  statutes  than  those  brought  about  by  the  slaughter  in  the 
War  Between  the  States.  In  fact,  the  first  authorization  was 

That  the  President  of  the  United 
States  shall  have  power,  whenever 
in  his  opinion  it  shall  be  expe- 
dient, to  purchase  cemetery  grounds, 
and  cause  thea  to  be  securely  en- 
closed, to  be  used  as  a national 
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cemetery  for  the  so Idlers  who 
shall  die  in  the  service  of  the 
country,  (Emphasis  aaaea)  x 


An  act  in  lS6?  established  the  National  Cemeteries  and  direc 
ted  that  the  Secretary  of  War  enclose  them  with 


a good  and  substantial  stone  or 
iron  fence ; and  to  cause  each 
grave  to  be  marked  with  a small 
headstone,  or  block,  with  the 
number  of  the  grave  inscribed 
thereon,  corresponding  with  the 
number  opposite  to  the  name  of 
the  party,  in  a register  of 
burial  to  be  kept  in  each  ceme- 
tery. (Emphasis  added)  2 


That  was  followed  five  years  later,  in  l87£,  with  a whole 
flurry  of  related  acts. 


Superintendents  were  appointed 


Superintendents  of  national  ceme- 
teries were  to  be  selected  from 
"meritorious  and  trustworthy 
soldiers,  either  commissioned 
officers  or  enlisted  men  of  the 
volunteer  or  regular  army  . . . 
honorable  . . . discharged  . . . 
and  who  may  have  been  disabled. 
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. . . compensation  from  sixty 
dollars  to  seventy  five  dollars 
per  month,  according  to  the  im- 
portance of  the  cemeteries  . . . 
also  be  furnished  with  quarters 
and  fuel  . . .3 


Destitute  veterans  were  provided  for 


That  from  and  after  tie  passage 
of  this  act  all  soldiers  and 
sailors  honorably  discharged  from 
the  service  of  the  United  States 
who  may  die  in  a destitute  con- 
dition, shall  be  allowed  burial 
in  the  national  cemeteries  of 
the  United  States.  4 


Action  was  taken  to  show  that  persons  ware  buried  — not 
numbers.  Headstones  were  to  be  inscribed  "with  the  name 
of  the  soldier  and  the  name  of  the  State  . . . when  known, 


. . . in  addition  to  the  number. "5 


Work  on  burying  the  Civil  War  dead  was  continued  through  an 
appropriation  whose  wording  had  some  charm 


headstones  . . . shall  be  of  dur- 
able stone,  and  of  such  design 
and  weight  as  shall  keep  them  in 

place  when  set (the) 

contract  . . . shall  be  awarded 
. . . (to)  . . . combine  the 
elements  of  durability,  decency, 
and  cheapness;  and  the  sum  of 
one  million  dollars  is  hereby  ap-g 
propriated  for  said  purpose  . . . 


Reserves  were  first  mentioned,  at  least  as  volunteer  forces, 
in  an  1873  statute. 


That  honorably  discharged  sol- 
diers sailors  or  marines  who 
served  during  the  late  war 
either  in  the  regular  or  vol- 
unteer forces,  dying  subse- 
quent to  the  passage  of  this 
act  may  be  buried  in  any  nat- 
ional cemetery  of  the  United 
States  free  of  cost  and  their 
graves  Shall  receive  the  same 
care  and  attention  as  tie 
graves  of  those  already  buried. 
The  production  of  the  honor- 
able discharge  of  the  deceased 
shall  be  authority  for  the  super 
intendent  of  the  cemetery  to 
permit  the  interment. 7 


The  Secretary  of  War,  who  had  been  given  the  responsibility 
for  the  national  cemeteries  in  1867,  was  further  charged,  in 
1876,  with  including  an  estimate  for  their  care  and  mainte- 
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nance  in  his  annual  budget  submission. 


The  next  year  he  vaa  authorized 


to  erect  headstones  over  the  graves 
of  soldiers  who  served  in  the 
Regular  or  'Volunteer  Army  of  the 
United  States  during  the  war  for 
the  Union,  and  who  have  beon 
buried  in  private  village  or 
city  cemeteries  (as  earlier 
authorized)  for  those  interred  „ 
in  national  military  cemeteries. 


4 
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This  was  the  first  mention  of  the  restriction  of  burial 
entitlement  to  "Union"  forces  although  that  apparently  had 
been  the  intent  from  the  start  with  the  l8(3£  phrase,  "die 
in  the  service  of  ohe  country." 


The  problem  of  providing  for  indigent  veterans  was  of  such  a 
magnitude  that  it  warranted  a separate  paragraph  in  a piece 
of  legislation  in  1888  (similar  paragraphs  continued  in 
annual  appropriations  acts  for  many  years).  Interestingly 
enough,  the  wording  applied  only  to  those  who  died  in  the 
District  of  Columbia  and  were  ex- Union  soldiers. 


Burial  of  Indigent  Soldiers: 

For  expenses  of  burying  in  the 
Arlington  National  Cemetery, 
or  in  cemeteries  in  the  District 
of  Columbia  indigent  ex-Union 
soldiers  who  die  in  the  District 
of  Columbia,  one  thousand  dollars. 
Said  sum  to  be  disbursed  by  the 
Secretary  of  War,  at  a cost  not 
exceeding  fifty  dollars  for  such 
burial  expenses  in  each  case, 
exclusive  of  cost  of  grave.  1 


Two  year 8 later  "all  (indigent)  survivors  of  the  Union  Army, 

Navy,  and  Marine  Corps  . . . dying  in  the  District  ..." 

11 

were  to  be  accepted  at  Arlington  Cemetery. 


Section  4878  of  the  Revised  Statutes  was  amended,  in  1897, 

5 


to  expand  significantly  eligibility  for  burial  in  national 
cemeteries . 


All  soldiers,  sailors,  or  marines 
dying  in  the  service  of  the  United 
States,  or  dying  in  a destitute 
condition  after  having  been  honor- 
ably discharged  from  the  service, 
or  who  served  during  the  late  war, 
either  in  the  regular  or  volunteer 
forces,  may  be  buried  in  any  nat- 
ional cemetery  free  of  cost.  The 
production  of  the  honorable  dis- 
charge of  a deceased  man  shall 
be  sufficient  authority  for  the 
superintendent  of  any  cemetery 
to  permit  the  interment.  Army 
nurses  honorably  discharged  from 
their  service  as  such  may  be 
buried  in  any  national  cemetery; 
and  if  a destitute  condition, 
free  of  cost.  The  Secretary  of 
War  is  authorized  to  issue  cer- 
tificates to  those  army  mu"3es 
entitled  to  such  burial.  ^ 


By  190**  the  annual  appropriation  for  the  pay  of  the  75  super- 
intendents of  national  cemeteries  was  a princely  $01,000. 

Some  $3,000  was  set  aside  for  the  burial  of  indigents  who 
could  now  be  veterans  of  the  wan:  with  Spain  so  long  as  they 

died  not  just  in  the  District  of  Columbia  but  "in  the  immediate 
13 

vicinity  thereof." 

The  same  legislation  showed  a drop  from  $50  in  unit  cost  authorized 
to  $45.  For  the  first  time,  money  was  appropriated  to  bring  home 


remains . 

and 

century 


Iere,  the  wordin*  need,  the  conditions  described, 
;ations  listed  (as  an  indication  of  turn-of-the- 
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worthwhile . 
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It  wasn't  until  1908  that  the  focus  of  attention  shifted 
from  memorials  to  past  dead  to  current  interment  expenses. 
It  was  the  very  same  statute  that  introduced  the  death  gra- 
tuity benefit  that  also  spelled  out  burial  expenses.  In 
fact,  from  the  death  gratuity  of  six  months'  pay  was  to  be 
withheld  a sum  to  cover  burial  expenses  for  men  on  the 
active  list  of  the  Army.  , 


That  hereafter  immediately  upon 
notification  of  the  death  from 
wounds  or  disease  contracted  in 
line  of  duty  of  an  officer  or 
enlisted  man  on  the  active  list 
of  the  Army,  the  Paymaster - 
General  of  the  Army  shall  cause 
to  be  paid  to  the  widow  of  such 
officer  or  enlisted  man,  or  to 
any  other  person  previously  de- 
signated by  him,  an  amount  equal 
to  six  months'  pay  at  the  rate 
received  by  such  officer  or  en- 
listed man  at  the  date  of  his 
death,  less  seventy-five  dollars 
in  the  case  of  an  officer  and 
thirty-five  dollars  in  the  case 
of  an  enlisted  man.  From  the 
amount  thus  reserved  the  Quarter- 
master's Department  shall  be 
reimbursed  for  expenses  of  inter- 
ment, and  the  residue,  if~any, 
of  the  amount  reserved  shall  be 
paid  subsequently  to  the  desig- 
nated person.  The  Secretary 
of  War  shall  establish  regu- 
lations requiring  each  officer 
and  enlisted  man  to  designate 
the  proper  person  to  whom  this 
amount  shall  be  paid  in  case  of 
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his  death,  and  said  amount 
shall  be  paid  to  that  per- 
son from  funds  appropriated 
for  the  pay  of  thfi-Army. 
(Emphasis  added) 


The  separate  Navy  Appropriation  Act,  just  two  days  later, 
had  virtually  identical  language  --  except  that  the  Bame 
suras  were  expected  only  to  "defray  expenses  of  interment".  16 


In  1912,  the  Navy  language  was  further  modified  to  meet  Army 
language  in  the  1909  Act  so  the  eligibility  for  the  death17 
gratuity/burial  benefits  was  broadened  for  active  duty  per- 
sonnel for  death  "not  as  the  result  of  his  own  misconduct" 

11  18 

instead  of  the  more  Uniting  "contracted  in  Une  of  duty  . 

In  1911,  burial  entitlement  in  national  cemeteries  waB  ex- 
tended to  the  members  of  the  Be venue -Cutter  Service,  one  of 
the  predecessor  organizations  of  the  Coast  Guard. ^ 

Another  Navy  Appropriation  Act,  in  1916,  estabUshed  the 
Naval  Reserve  Force  and  the  Marine  Corps  Reserve  and  made 
expUcit  the  comparability  of  benefits  "when  actively  em- 
ployed." 


All  members  of  the  Naval  Reserve 
Force  shall  when  actively  em- 
ployed ...  be  entitled  to  the 
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same  pay,  allowances,  grat- 
uities, and  other  emoluments 
as  (those)  on  active  duty  t . , 
when  not  actively  employed  2o 

. . . shall  not  be  entitled  . . . 


The  following  year,  just  after  the  United  States  entered 
the  World  War,  Congress  appropriated  sizeable  funds  to  meet 
one  of  the  costs  of  warfare. 


. . . $12,150,000  to  be  known 
as  the  military  and  naval  com- 
pensation appropriation,  for 
the  payment  of  the  compensation, 
funeral  expenses,  services,  and 
supplies  . . . 


If  the  death  occurs  before  dis- 
charge or  resignation  from  service, 
the  United  States  shall  pay  for 
burial  expenses  and  the  return  of 
body  to  his  home  a sum  not  to  ex- 
ceed $100,  may  be  fixed  by  re- 
gulations. 


Two  years  after  the  war,  the  Congress  amended  the  Section 
4878  of  the  Revised  Statutes  to  provide  national  cemetery 
eligibility  for 


all  who  served,  or  hereafter 
shall  have  served,  during  any 
war  in  which  the  United  States 
has  been  or  may  hereafter  be 

10 


S 

J 


■Mlunill u 


engaged  . . . and  . . . any 
citizen  of  the  United  States 
who  served  in  the  Army  or  Navy 
of  any  government  at  war  with 
Germany  or  Austria  ...  23 


The  World  War  Veterans'  Act  of  1924  was  the  first  explicit 
detailing  — in  legislation  — of  what  was  to  be  encompassed 
in  the  burial  expenses  to  be  reimbursed.  This  detailing, 
though,  related  to  expenses  to  be  paid  by  the  Veterans' 
Bureau  upon  the  death  of  veterans  --  not  active  duty  per- 
sonnel. Of  course,  among  these  veterans  would  be  reservists. 


If  death  . . . ' shall  have  oc- 
curred . . . before  discharge 
or  resignation  from  the  service 
the  United  States  shall  pay  for 
burial  expenses  and  the  return 
of  body  to  his  home  a sum  not 
to  exceed  $100,  as  may  be  fixed 
by  regulation.  Where  a veteran 
of  any  war  dies  after  discharge 
or  resignation  from  the  service 
and  does  not  leave  sufficient 
assets  to  meet  the  expenses  of 
his  burial  and  the  transportation 
of  his  body,  and  such  expenses 
are  not  provided  for,  the  United 
States  Veterans'  Bureau  shall 
pay  the  following  sums:  For  a 
flag  to  drape  the  casket,  and 
after  burial  to  be  given  to  the 
next  of  kin  of  the  deceased,  a 
sum  not  exceeding  $5;  also  for 
burial  expenses  a sum  not  ex- 
ceeding $100  . . . 

11 


. . . necessary  cost  of  trans- 
portation . . .within  the  con- 
tinental limits  . . . including 
. . . cost  of  transportation  of 
an  attendant  (Emphasis  added)  2l+ 


The  American  Battle  Monuments  Commission  was  established  in 
1923  to  "prepare  plans  and  estimates  of  suitable  memorials 
. . . in  Europe."  ^ 

Two  acts  in  March  1928  appropriated  funds  to  recover  bodies  of 

officers,  soldiers,  and  civilian  employees.  The  first  re- 

26 

lated  to  returning  bodies  from  the  World  War  while  the  se- 
cond applied  to  personnel  of  the  Army  "who  die  while  on  active 
duty."27 

The  same  month,  in  the  War  Department  Appropriations  Act  for 
the  year  ending  30  JUne  1929 » $100,000  vus  allocated  for 
disposition  of  remains  and  $140,000  for 

continuing  work  furnishing  head- 
stones . . . for  unmarked  graves 
of  Union  and  Confederate  soldiers, 
sailors,  and  marines  ...  of  all 
other  wars  . . .2° 

Here  it  was,  63  years  after  the  end  of  the  Civil  War  before 
the  statutes  made  mention  of  allowing  Federal  funds  to  lx* 
used  to  mark  Confederate  graves.  Southern  forces  then  brought 


further  pressures  on  Congress  for,  and  were  rewarded  with, 
a special  .act  to  authorize  the  Secretary  of  War  "to  erect 
headstones  over  the  graves  of  soldiers  who  served  in  the 
Confederate  Arnjy."^ 

Meanwhile,  the  Secretary  of  the  Navy  was  authorized  to 

furnish  an  escort  not  to  exceed 
one  person  to  the  place  of  bur- 
ial for  the  bodies  (of  those) 
who  have  lost  their  lives  in 
the  naval  service  .3° 

A 1928  act  expanded  the  hospitalization  and  medical  coverage 
of  reservists.  National  Guardsmen,  and  members  of  the  ROTC 
(as  briefly  dealt  with  in  a 1923  act),  and  prescribed  to 
"pay  for  burial  expenses  and  the  return  of  the  body  to  his 
home  a sum  not  to  exceed  $100"  if  the  individual  were  under- 
going . . . training  or  hospital  treatment."  Empties  is  added) 


As  the  country  struggled  with  the  depression,  Congress  struggled 
to  control  the  burgeoning  costs  of  veterans  benefits. 


(Congress)  created  a vlolnt  Con- 
gressional committee  to  investi- 
gate the  operation  of  the  laws 
and  regulations  relating  to  the 
relief  of  veterans  of  all  wars 
and  persons  receiving  benefits 
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on  account  of  service  of  such 
veterans  and  report  a national 
policy  with  respect  to  such 
veterans  and  t'neir  dependents, 
and  shall  also  report  and  re- 
commend such  economies  as  will 
lessen  the  cost  to  the  United 
States  Government, of  the  Veterans' 

Administration.  3s 

1 

i 

(That  committee  was  to  report  its  findings  six  months  later. 

This  researcher  found  three  subsequent  Public  Laws  which 
postponed  the  due  date  for  that  report  — but  never  did 
discover  the  report  itself.) 

The  Economy  Act  of  1933  reaffirmed  the  upper  limit  of  re- 
imbursement for  a veteran's  funeral  as  "not  to  exceed  $107 
in  any  one  case",  (apparently  a figure  that  included  the  cost 
of  the  flag) . ^ 

In  a series  of  Executive  Orders,  as  part  of  his  economy  drive. 

President  Roosevelt  cut  the  figure  to  $75  and  further  dictated 

that  the  sum  "shall  not  be  payable  if  a the  veteran's  net 

3I4. 

assets  . . . equal  to  exceed  $1,000. 

The  President  raised  the  figure  to'  $100  only  six  months  later 
but  specified  that  for  deaths  in  a VA  facility  the  transportation 
of  the  remains  should  be  limited  to  the  nearest  national  ceme- 
tery, or  at  least  not  to  exceed  the  cost  to  his  former  residence. 35 


Ik 


Indigence,  or  the  inability  of  the  veteran  to  pay,  seemed 
to  under ly  the  intent  of  earlier  legislation  and  Veterans' 
Regulations  permitting  that  Bureau  to  pay  burfal  expenses. 
This  was  changed  in  1936.  ^ 


Notwithstanding  the  provisions 
of  paragraph  II,  Veterans'  Re- 
gulation Numbered  9(a) j as  am- 
ended (USC,  1934  ed.,  title  38, 
ch.  12,  appendix)  burial  shall 
not  be  denied  by  reason  of  the 
veteran's  net  assets  at  the 
time  of  death. 


An  oblique  reference  to  burial  eligibility  of  reserves  next 
came  in  1938  with  an  amendment  to  45  Stat  251  (reference  27)  and 
the  repeal  of  45  Stat  248  (reference  26). 


to  (appropriate)  from  time  to 
time  such  (funds)  as  may  be 
necessary  for  funeral  expenses 
. . . for  all  persona  in  the 
Regular  A *say  , . . who  die 
while  in  the  active  service.  { 


The  definition  of  "Regular  Army"  referred  to  here  was  that 
used  in  the  National  Defense  Act  of  1916  which  included  the 
"Regular  Army  Reserve"  in  the  Regular  Army.  Nevertheless, 
the  important  restriction  remained:  "while  in  the  active 
service." 


It  wasn't  until  1940  that  the  burial  benefit  was  extended 
beyond  active  duty  — at  least  for  sailors  and  Marines.  Funds 
were  authorized  to  be  appropriated  for  funeral  expenses  to 
include : 

(c)  Members  of  the  Naval  Reserve 
or  Marine  Corps  who  die  while  on 
active  or  training  duty,  or  while 
performing  authorized  travel  to 
or  from  such  duty;  3“ 

Two  months  later  Congress  extended  those  same  burial  benefits 

39 

to  the  Coast  Guard  and  Coast  Guard  Reserve. 

Later  that  same  year.  Veterans'  Regulations  were  modified 

to  allow  the  $100  burial  expense  not  only  for  honorably 
discharged  veterans  but  also  for  those  who  "died  after  dis- 
charge for  disability  incurred  in  line  of  duty"  and  for  "those 

. 40 

receiving  a pension  for  service  connected  disability.’’ 

4l 

The  burial  allowance  for  veterans  was  raised  to  $150  in  1946. 


Even  draft  registrants  were  entitled  to  the  same  coverage 
through  the  Selective  Service  Act  of  1948, 1+2 

43 

The  burial  allowance  for  veterans  was  raised  to  $250  in  1958  > 
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and  the  rate  for  future  draft  registrants  was -pegged  to  that 
established  for  the  VA  in  section  902(a)  of  title  38  in 
the  Military  Selective  Service  Act  of  1971. 44 

The  National  Cemeteries  Act  of  1973  authorized  a special 
burial  plot  allowance  of  $150  in  additon  to  $350  for  burial 
and  funeral  expenses  where  the  veteran  was  not  buried  in  a 
national  or  Federal  cemetery.  Additional  expenses  to  $300 
were  authorized  for  the  burial  of  veterans  who  died  of 
service  connected  disabilities.^ 

Despite  an  Executive  Order  in  1933  to  consolidate  most  national 
cemeteries  under  the  jurisdiction  of  the  Director  of  Parks 
in  the  Department  of  the  Interior,**6  a 1938  act  authorized  the 
Secretary  of  War  to  accept  "on  behalf  ofi  and  without  cost  to, 
the  United  States"  land  from  any  state  for  a national  ceme- 
tery.1+7  Conversely,  in  1947,  the  Secretary  was  authorized 
to  convey  to  any  state  "any  historic  military  cemetery  or  burial 
plot  located  on  military  posts  ...  which  became  abandoned 

„ 48 

or  useless  for  military  purposes  . 

Only  two  aonths  later,  the  Secretary  was  authorized  to  use 
excess  federal  owned  lands  that  were  under  War  Department  juris- 
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diction  for  expansion  of  national  cemeteries  so  long  as 
"No  national  cemetery  as  expanded  . . . shall  have  an  area 

in  excess  of  six  hundred  and  forty  acres."  ^9 


The  following  year,  1948,  it  came  to  the  attention  of  the 
Senate  that  the  national  cemeteries  were  becoming  crowded. 

The  Senate  looked  into  the  question  of  eligibility  for  inter- 
ment in  national  cemeteries.  They  discovered  that  the  orig- 
inal entitlement  set  forth  in  1862  had  been  simply  "soldiers 
who  shall  die  in  the  service  of  the  country."  That  had  been 
modified  and  expanded  from  time  to  time  (by  Congress),  inclu- 
ding a 1935  statute  to  include 

Persons  who  were  members  of  the 
Cabinet  of  the  President  . . . 

. . . any  time  . . . between 
April  6,  1917  and  November  11, 

1918,  may  be  buried  in  any  nation- 
al cemetery:  Provided  the  interment 
is  withq^j;  cost  to  the  United 
States . 

To  its  amazement  the  Senate  investigation  found  that  national 
cemeteries  had  been  admitting  wives  and  widows  of  active  mili- 
tary since  189O;  minor  children  of  eligible  persons  since  1904; 
and  unmarried  adult  daughters  from  1908.  Expansion  of  eligibi- 
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lity  had  been  granted  by  the  Secretary  of  War  with  the 
advice  of  the  Army  JAG  --  and  not  through  statute!  The 
Secretary  of  War  had  permitted  husbands  of  wives  in  the 
military  to  be  buried  in  the  wife's  plot.  Without  specific 
legislation  such  practices  had  become  established  custom. 

This  was  a far  cry  from  the  legislated  entitlement:  former 

members  of  the  military  who  served  during  any  war  (but  not 

in  peacetime)  and  died  subsequent  to  an  honorable  discharge, 

and  for  veterans  who  were  destitute  and  had  no  other  place 
51 

of  burial. 

The  19^8  Statute  resulting  fromjihat  investigation  sought 
to  regularize  existing  practice  by  establishing  current 
eligibility. 

. . . (a)  Any  member  Of  former 
member  of  the  Armed  Forces  ... 
whose  last  service  terminated 
honorably,  bv  death  or  other- 
wise; . . . 

Juat  two  months  later  the  earlier  statutes  on  headstones  (going 

back  as  far  as  1879)  were  repealed  to  be  replaced  by  the 

identical  language  as  above  in  an  authorization  for  tv>e 

53 

Secretary  of  the  Army. 
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Although  all  previous  statutes  on  disposition  of  remains  had 

dealt  with  the  sub  'ect  in  one  brief  paragraph,  tne  act  of  195^ 

addressed  the  subject  most  comprehensively  in  four  pages.  Each 

Service  Secretary  was  authorized  to  pay  for  "necessary  expenses 

incurred"  for  the  "recovery,  care,  and  disposition  of  remains" 

of  military  personnel  including  members  of  reserve  components 

. . . and  . . . Guard 

when  . . . entitled  by  law  to 
receive  pay  from  the  Federal 
Government  who  die  while  on 
active  duty,  active  duty  for 
training,  or  while  performing 
authorized  travel  to  or  from 
such  service,  or  who  die 
while  on  inactive  duty  train- 
ing pursuant  to  proper  auth- 
ority, or  who  die  while 
hospitalized  or  undergoing 
treatment  at  Government  ex- 
pense, . . . for  injuries 
illness,  or  disease  con- 
tracted or  incurred  while 
on  such  service  or  inactive 
duty  training  or  such  auth- 
orized travel. 


Also  included  were  retired  members  of  the  services 


and  the  reserve  components 
thereof,  hospitalized  during 
periods  of  extended  active 
duty,  who  continue  as  patients 
in  United  States  Government 
hospitals  to  the  date  of  their 
death  . . . $5 
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The  great  many  persons  missing  in  action  during  the  Korean 

56 

War  were  honored  by  Congressional  statute J in  195^  as 
amended  in  1956  to  read 


That  the  Secretary  of  the 
Interior  and  the  Secretary 
of  the  Army  shall  set  aside, 
when  available,  suitable  plots 
in  the  national  cemeteries 
under  their  jurisdiction  to 
honor  the  memory  of  members 
of  the  Armed  Forces  missing 
in  action  ...  or  who  died 
or  were  killed  while  serving 
in  such  forces,  and  whose 
remains  have  not  been  identi- 
fied, have. been  buried  at  sea, 
or  have  been  determined  to  be 
nonrecoverable.  57 


When  title  10  was  revised  in  1956  it  included  the  list  of  * 
ten  items  of  burial  expenses  to  be  covered. 

As  with  most  revisions,  it  did  not  stand  for  long  without 
further  modification,  this  time  to  set  forth  ths  manner  in 
which  burial  would  be  handled  in  the  event  of  a common  dis- 
aster involving  multiple  deaths,  conmingled  remains,  and 
burial  in  a common  grave.  Expanses  would  be  paid  for  three 
persons  to  attend  the  interment  of  each  individual  buried.  59 


Congress  was  reminded  that  the  1948  legislation  on  burial 
(62  Stat  1215)  had  not  provided  for  markers  for  the  remains 
of  persons  not  recovered  or  not  identified  — such  as  for 
those  persons  buried  at  sea.^ 


Appropriate  action  to  provide  markers  was  taken  in  the  new  statute. 
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The  1948  statute  on  headstones  was  again  amended  in  1958,  but 
this  time  to  include  specific  mention  of  the  Guard  and  the 
reserves. 


The  Secretary  of  the  Army  is  authorized  and  directed  to 
furnish  . . . headstones  or  markers  . . . for  the  un- 
marked graves  of 


(4)  Members  of  a reserve  component  of  the 
Armed  Forces  of  the  United  States,  and 
members  of  the  Army  National  Guard  or  the 
Air  National  Guard , whose  death  occurred 
under  honorable  conditions  while  they 
were  -- 

(A)  on  active  duty  for  training, 
or  performing,  full-time  service 
under  section  316,  503,  504,  or 
505  of  title  32,  United  States 
Code; 

(b)  performing  authorized  travel  to 
or  from  that  duty  or  service; 

(c)  on  authorized  inactive  duty 
training,  including  training  per- 
formed as  members  of  the  Army 
National  Guard  or  the  Air  National 
Guard;  or 

(D)  hospitalized  or  undergoing  treatment 
at  the  expense  of  the  United  States,  for 
injury  or  disease  contracted  or  incurred 
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under  honorable  conditions  while  they  were-- 

(i)  on  that  duty  or  service; 

(ii)  performing  that  travel  or  inactive  duty 
training;  or 

(iii)  undergoing  that  hospitalization  or 

ment  at  the  expense  of  the  United  States. 


Also  in  1958  came  one  of  the  periodic  revisions  to  title  38, 

Veterans'  Benefits,  which  further  broadened  entitlements. 

The  Administrator  shall  furnish  a flag  to  drape 
ohe  casket  of  each  deceased  veteran  who  -- 
(l)  was  a veteran  of  any  war; 

(<?)  had  served  at  least  one  enlistment;  or 
(3)  had  oeen  discharged  or  released  from 
active  military;  naval,  or  air  service 
for  a disability  incurred  or  aggravated 
in  line  of  duty. 

. . . the  Administrator,  in  his  discretion 
having  due  regard  to  the  circumstances  in 
each  case,  may  pay  a sum  not  exceeding 

...  to  cover  the  burial  and  funeral 
expenses  of  the  deceased  veteran  . . . 

. . . The  burial  allowance  or  any  part  thereof 
shall  not  be  paid  in  any  case  where  specific 
provision  is  otherwise  made  for  payment  of 
expenses  of  funeral,  transportation,  and 
interment  under  any  other  Act. 


Burial  eligibility  was  next  revised  in  1999  to  broaden  eligibility 
to  include  members  of  Reserve  Components.  In  a letter  to  President 
Nixon,  the  Deputy  f'-cretary  of  Defense  explained: 
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. . . . Since  the  death  of  (those 
Reservists)  . . . occurs  while  the 
individuals  are  performing  services 
of  a military  nature,  it  is  believed 
that  the  burial  of  these  individuals' 
in  a.  national  cemetery  is  appropriate  . . . 


It  was  estimated  that  not  more  than  25  burials  a year  would  be 
requested  so  Congress  passed  that  amendment  and  eligibility 
requirements  for  burial  in  national  cemeteries  became: 

(1)  Any  member  or  former  member  . . . 

(2)  Any  member  of  a Reserve  component 
of  the  Armef  Forces,  and  any  member 
of  the  Army  national  Guard  or  the 
Air  National  Guard,  whose  death 
occurs  under  honorable  conditions 


while  he  is  - 

(a)  on  active  duty  for  training,  or 
performing  full  time  services 
under  . . . title  32  . . . ; 

(b)  performing  authorized  travel 

to  or  from  that  duty  or  service; 

(?)  on  authorized  inactive  duty  trainipg 
including  training  performed  as  a 
member  of  the  . . . Guard;  or 
(d)  hospitalized  or  undergoing  treatment, 
at  the  expense  of  the  United  States, 
for  injury  or  disease  contracted  or 
incurred  under  honorable  conditions 
while  he  is  - 

(i)  on  that  duty  or  service; 

(ii)  performing  that  travel  or  inactive 
duty  training;  or 

(iii)  undergoing  that  hospitalization 
or  treatment  at  the  expense  of 
the  United  States. 

(3)  Any  member  of  the  Reserve  Officers'  Training 
Corps  ...  .65 
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The  House  Report  in  support  of  the  legislation  pointed  out  the 
intent  to  give  reserves  the  same  benefit  as  members  of  the  armed 
services  who  die  in  the  service  and  former  members  whose  last 
service  terminated  honorably.  They  indicated  that  there  were  60 
persons  in  this  category  in  1957  and  estimated  that  headstones 
would  be  requested  for  fewer  than  half. 

This  act,  in  turn,  was  repealed  by  the  National  Cemeteries 
Act  of  1973^  that  became  the  new  chapter  2k  in  title  38. 

That  chapter,  as  it  currently  exists  (October  1977),  sets 
forth  not  only  entitlement  of  reserves  and  National  Guardsmen 
to  eligibility  for  burial  in  national  cemeteries,  but  also 
various  special  burial  allowances  for  veterans. 

Related  legislative  concern  in  the  early  '60’s  seemed  to 
focus  on  eligibility  and  authority  for  transportation  of 
remains.  The  granting  of  statehood  to  Alaska  and  then  to 
Hawaii  required  some  adjustment  to  the  statutes  to  include 
transport  to  the  continental  United  States. 

In  1965,  an  amendment  to  section  1485  of  title  10  authorized 

The  Secretary  to  . . . pay  the  necessary 
expenses  of,  transporting  the  remains 
of  the  deceased  dependent  (of  a member 
of  an  armed  force  on  active  duty  - 
other  than  for  training)  to  the  home 
of  the  decedent  or  to  any  other  place 
. . . appropriate. 
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The  effect  to  this  was  to  "authorize  essentially  the  same 
transportation  for  a dead  dependent  that  would  be  authorized 
if  the  dependent  were  living."  (The  sponsor  continued  to  be 
responsible  for  all  other  costs  associated  with  dependent  burial.) 
Congress  learned  that  there  were  about  9>500  dependent  deaths 
annually  at  a transportation  cost  estimated  to  be  $670,000.  ^9 

The  Funeral  Transportation  and  Living  Expense  Benefits  Act  of 

1974  provided  reimbursement  of  round  trip  travel  costs  for  the 

family  of  any  deceased  Vietnam  POW's  and  MIA’s  from  their 

residence  to  the  place  of  burial  and  living  expenses  for  the 

trip.  This  applied  in  the  case  of  remains  returned  to  the 
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United  States  after  27  January  1973* 


An  act  in  1976  provided  for  the  Veterans  Administration  to 

absorb  cost  of  transporting  the  remains  of  deceased  disabled 

vetefans  to  national  cemeteries. 

Such  payment  shall  not  exceed  the 
cost  of  transportation  to  the  national 
cemetery  nearest  the  veteran's  last  place 
of  residen&a  in  which  burial  space  ia 
available. 
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The  Burial  Flag 

The  first  mention  of  a flag  in  the  statutes  occurred  in  l$2k 
in  the  World  War  Veterans'  Act,  but  there's  been  much  atten- 
tion to  it  ever  since. 

For  a flag  to  drape  the  casket,  and  after  burial 
to  be  given  to  the  next  of  kin  of  the  deceased, 
a sum  not  exceeding 

Rising  costs  in  the  post-war  period  forced  Congress  to  raise 

73 

the  price  allowed  for  the  flag  to  $7. 


President  Roosevelt  confirmed  the  use  of  a flag  in  one  of  his 
orders: 

Where  an  honorably  discharged  veteran  of  any  war 
dies  after  discharge,  a flag  to  drape  the  casket 
shall  be  furnished  in  all  cases;  such  flag  to  be 
given  to„the  next  of  kin  after  burial  of  the 
veteran. 


In  1939»  the  regulations  on  vnterans'  funerals  were  amended 

authorizing  that  a flag  be  used 

to  drape  casket  of  honorably  discharged  veteran 
of  any  war,  or  a person  honorably  discharged 
. . . after  serving  at  least  one  enlistment  or 
for  disability  lncurred,-in  line  of  duty,  dies 
after  discharge  ... 


During  the  Second  World  War,  a statute 

provided  for  issuance  of  a flag  free  of  cost  to 
nearest  relative  of  any  person  who  died  in  the 
military  or  naval  servic^after  May  27,  19^1  and 
prior  to  end  of  the  war. 
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The  1949  statute  that  revised  and  published  the  statutes  in 

title  14,  for  the  Coast  Guard,  established  that  upon  death  of 

a Coast  Guardsman  a flag  would  be  issued 

free  to  relatives  or,  upon  request,  to  a school, 
patriotic  order,  or  society  of  which  the 
deceased  was  a member  . . . ' ' 


Later,  during  the  Korean  war,  a statute  setting  forth 

entitlement  to  medical  and  hospital  care  and  burial  benefits, 

was  interpreted  as  to  include  a flag  although  there  was  no 

78 

specific  mention  of  one. 


In  1954,  a new  statute  dealt  systematically  with  the  subject 

of  recovery,  care,  and  disposition  of  remains  of  members  of  the 

uniformed  services  (including  the  Guard,  reserves,  and  Coast 

Guard)  and  covered  the  presentation 

of  a flag  ...  to  the  person  recognized  as  the 
one  to  direct  the  disposition  of  the  remains, 
except  that  the  presentation  of  the  flag 
shall  not  be  authorized  in  the  case  of  a mili- 
tary prisoner  who  dies  while  in  . . . custody 
and  whose  sentence  includes  a discharge  other 
thau  honorable  . . .79 


The  1936  statute 
veteran's  casket 
were  not  claimed 


was  amended  in  1955  so  that  the  flag  on  a 
might  be  given  to  a friend  or  associate  if  it 

SO 

by  the  next  of  kin. 
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Authority  to  issue  the  flag  had  apparently  ended  at  the 

conclusion  of  the  Korean  War  so  Congress  passed  a statute 

in  1967  to  amend  section  901  of  title  38 

to  provide  flag  to  next  of  kin  or  to  such  other 
person 

for  death  of  any  person  who  died  while  in  active 
. . . service,  after  May  27,  1941 

if  such  person  not  otherwise  entitled  under 
1482(a)  of  title  10  . . . 8l 

Previously,  a flag  could  only  be  issued  when  remains  were 
recovered,  but  that  oversight  was  also  remedied  in  this  act.  ^ 

Congress,  during  the  Vietnam  War,  was  pressed  to  make  a flag 
available  to  the  parents,  at* the  funeral,  and  not  just  to  the 
surviving  spouse  or  next  of  kin  as  the  law  specified.  The 
earlier  proposal  for  a smaller  flag  was  defeated  because  of 
what  that  would  have  construed  for  the  role  of  parents.®^ 

The  statute  added  paragraph  (ll)  to  section  1482  authorizing 
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"presentation  of  a flag  of  equal  size  ...  to  the  parents." 


Also  during  the  Vietnam  War,  another  Btatute  permitted  two 
flags  to  be  issued 

(e)  When  the  remains  of  a decedent  covered  by 
section  1481  of  this  title,  whose  death  occurs 
after  January  1,  I96I,  are  determined  to  be  non- 
reco/erable,  the  person  who  would  have  been 
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designated  under  subsection  (c)  to  direct  dispo- 
sition of  the  remains  if  they  had  been  recovered 
may  be — 

(l^  presented  with  a flag  of  the  United 
States;  however,  if  the  person  designated  by 
subsection  (c)  is  other  them  a parent  of  the 
deceased  member,  a flag  of  equal  size  may  also 
be  presented  to  the  parents,  and 

(2)  reimbursed  by  the  Secretary  concerned 
for  the  necessary  expenses  of  a memorial 
service. 

However,  the  amount  of  the  reimbursement  shall 
be  determined  in  the  manner  prescribed  in  sub- 
section (b)  for  an  interment,  but  may  not  be 
larger  than  that  authorized  when  the  United 
States  provides  the  grave  site.  A claim  for 
reimbursement  under  this  subsection  may  be 
allowed  only  if  it  is  presented  within  two  years 
after  the  effective  date  of  this  subsection,  or 
the  date  of  death,  whichever  is  later. 


Even  though  reservists  serving  on  active  duty  for  30  days  or 
core  are  entitled  to  the  same  military  funeral  and  burial 
benefits  (including  burial  flag)  as  their  regular  counter- 
parts, it  was  not  until  1974  that  an  amendment  to  section 
1482  of  title  10  provided  for  presentation  of  a flag  for 
deceased  members  of  the  Ready  Reserve.  That  statute  also 
authorized  a flag  in  the  case  of  reservists  who  die  after 
completing  20  years  of  service  but  before  becoming  entitled 
to  retired  pay.®^ 
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The  Senate  committee 

agrees  that  such  displays  of  reverence  and 
affection  increases  the  morale  of  the  military 
and  reminds  the  public  of  the  service  performed 
by  the  citizen  soldier  in  their  midst. 

It  was  not  known  to  what  extent  this  entitlement 
would  "duplicate  < . . the  entitlement  now  pro- 
vided by  section  901  of  title  38  . . but  it 
was  estimated  to  cost  no  more  than  $16,000 
annually. 


Estimated  Annual  Reserve  Deaths  and  Flag  Costs  87 


Officers 

Enlisted 

Annual  C01 

Army  Guard 

50 

370 

$»*675 

Army  Reserve 

1*9 

205 

2825 

Navy  Reserve 

2 

153 

2100 

Marine  Corps  Reserve  1 

29 

1*00 

Air  Guard 

30 

2h2 

3025 

Air  Force  Reserve 

kk 

21k 

* 

287? 

Total 

176 

1213 

$15,900 

Summary 

In  summary,  the  110  year  legislative  history  of  burial  benefits  results 
in  these  entitlements  for  reservists  (as  distinct,  but  not  necessarily 
different  or  separate  from  the  entitlements  of  active  duty  military 
personnel,  retirees,  or  veterans). 


Entitlement  to  Burial  Expenses.  The  current  wording  in  l48l  of  title 
10  USC  for  entitlement  to  burial  expenses  differs  slightly  for  reservists 
and  Guardsmen  only  in  the  introduction  not  in  the  four  circumstances 
(i.e.,  (A),  (B),  (C),  (D)  below): 


(2)  Air  reserve  of  an  armed  (3)  any  member  of  the  Army 
fo  o dies  while  National  Guard  or  Air 

National  Guard  who  dies 
while  entitled  to  pay  from 
the  United  States  and  while 

(A)  on  active  duty, 

(b)  performing  authorized  travel  to  or 
from  that  duty, 

(c)  on  authorized  inactive-duty  training,  or 
(D)  hospitalized  or  undergoing  treatment  at 

the  expense  of  the  United  (States  for  injury 
incurred,  or  disease  contracted,  while  on 
that  duty  or  training  or  while  performing 
that  travel. 88 


The  actual  expenses  themselves  are  detailed  in  section  lW2  but 
are  summarized  below: 

- care  and  disposition  of  remains  to  include:  pickup, 
embalming,  preservation.  and  casket  (or  cremation  and 
urn  if  requested  in  writing);  transportation,  including 
an  escort,  to  the  location  of  burial  designated  by  next 
of  kin; 
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- for  the  casket,  a flag  to  be  given  the  next  of  kin; 

- military  honors  upon  interment,  if  requested; 

- a headstone  or  marker  whether  burial  is  in  a national, 
post,  or  private  cemetery; 

- for  burial  in  a private  cemetery,  y reimbursement  of  costs 
not  to  exceed  $7‘X); 

for  dependents  who  die  while  the  sponsor  is  on  active 

duty  (except  active  duty  for  training),  only  transportation 

from  point  of  death  to  place  of  interment  is  covered  at 

89 

Government  expense,  all  other  costs  are  the  sponsor's.  7 


Entitlement  to  Interment  in  a National  Cemetery.  This  element  of  the 
burial  benefit  is  covered  in  section  1002  of  title  38  for  reservists 
as  well  as  for  active  duty  personnel  and  for  veterans. 

(?)  Any  member  of  a Reserve  component  of  the  Armed 
Forces,  and  any  member  of  the  Army  National 
Guard  or  the  Air  National  Guard,  whose  death 
occurs  under  honorable  conditions  while  he  is 
hospitalized  or  undo  oing  treatment,  at  the 
expense  of  the  United  States,  for  injury  or 
disease  contracted  or  incurred  under  honorable 
conditions  while  he  is  performing  active  duty 
for  training,  inactive  duty  training,  or 
undergoing  that  hospitalization  or  treatment 
at  the  expense  of  the  United  States. 


Entitlement  of  Ready  Reservist  to  a Flag.  Finally,  subsection  ( f ) 

of  section  ll*8;2  of  title  10  calls  for  a flag  to  be  presented  for  a 

reservist,  or  Guardsman  who  died  while  he 

(l)  was  a member  of  the  Ready  Reserve;  or 
(f)  had  performed  at  least  twenty  years  of 

satisfactory  service  but  was  not  yet  receiving 
retired  pay.  91 

These,  in  summary,  are  the  three  burial  benefits  currently  available  to 
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reservists . 
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Legislativa  Hi  story- 
13  January  1978 


FICA  COVERAGE  OF  RESERVISTS 

Legislative  Authority:  26  USC  3121  (i)  (2),  (m)  (n)  (197^  ed), 

70  Stat  857  (1956)  ; PL  8U-881 

Purpose;  To  determine  the  basis  of  coverage  for  reservists 
under  the  Federal  Insurance  Contributions  Act  (FICA). 

Background;  In  1950,  the  Congress  passed  legislation!  granting 

a gratuitous  social  security  wage  credit  retroactive  to 

.September  16,  19^0,  to  all  members  who  served  over  90  days  in 
2 

the  armed  forces.  Irrespective  of  rank  or  grade,  each  active 
duty  serviceman  was  assumed  to  have  an  imputed  salary  of  $l60 
per  month  on  which  the  social  security  credit  was  computed. 

These  credits  would  enable  a serviceman  to  achieve  the  required 
1*0  paid  quarters  to  be  eligible  for  social  security  retirement. 

No  contribution  was  required  from  the  serviceman,  nor  were  the 
military  departments  required  to  reimburse  the  trust  fund. 

The  Federal  Government  continued  to  renew  this  benefit  annually 
until  1956.  At  that  time  the  Servicemen's  and  Veterans' 

Survivor  Benefits  Act  placed  all  servicemen  on  active  duty  under 
FICA  on  a contributory  basis.-3  This  coverage  was  for  all 
military  duty  regardless  of  the  number  of  calendar  quarters  of 
covered  employment  the  individual  had  accumulated.*4  The  Act 
also  authorized  funds  to  reimburse  the  Social  Security  Trust 
Fund  for  previous  credits  given  to  the  members  of  the  Armed 
Forces  since  19**0  (if  they  had  served  over  90  days  active  duty).  5 


Effective  January  1,  1957,  members 
of  the  uniformed  services  would  be 
placed  under  the  regular  contributory 
OASI  (Old  Age  and  Survivor's 
Insurance)  coverage  while  on  active 
duty  and  active  duty  training. 


‘The  serviceman  as  employee  would  pay 
two  percent,  and  the  United  States 
Government  as  employer  would  pay 
two  percent. 


The  present  $l60  gratuitous  social 
security  wage  credit  for  military 
service  would  be  discontinued  after 
December  31,  1956,  when  contributory 
coverage  would  be  effective. 


Therefore,  all  servicemen  on  any  active  duty  from  19^0  to  19r)6 
would  be  entitled  to  receive  social  security  benefits  as  any 
other  covered  employees.  After  195b,  Social  Security  retire- 
ment benefits  would  be  given  only  when  actual  contributions  were 
made  by  the  individual  and  government. 

Reserve  inactive  duty  (drill)  pay  was  not  made  subject  to  FICA 
payments.  (Drill  pay  did  not  provide  any  credits  for  retirement, 
under  Social  Security.)  A Defense  Department  memorandum  reported 
this  decision  (without  any  explanation)  from  a meeting  on 

February  2,  1956,  at  the  Pentagon. ^ The  insignificance  of  the 
added  cost  to  the  Social  Security  Trust  Fund  is  the  only 
explanation  given  in  any  of  the  House  and  Senate  reports  for 
this  bill.  This  one  excerpt  follows: 

ALL  RESERVISTS  COVERED 

It  is  the  intention  of  the  committee 
that  this  bill  provide  survivor  bene- 
fits for  all  persons  in  the  Armed 
Forces,  both  reservists  and  regulars 


who  are  on  active  duty  for  training 
or  inactive-duty  training.  Section 
102  (2)  provides  this  coverage.  The 
committee  knows  of  no  component  of  the 
Armed  Forces  which  is  not  covered  under 
the  provisions  of  this  bill  while  on 
active  duty,  regardless  of  the  period 
of  time  of  such  active  duty.  The 
Federal  National  Guard,  members  of  the 
Reserve  units  who  drill  one  night  a 
week,  serve  on  active  duty  one  weekend 
per  month,  or  who  serve  on  active 
duty  for  a period  of  l4  days  or  more 
per  annum  are  all  covered  under  the 
terms  of  this  bill. 


The  committee  does  not  feel  that 
by  extending  this  broad  coverage 
to  Reserve  personnel  that  any 
significant  cost  will  be  incurred.® 


The  last  line'  of  this  quote  can  only  refer  to  inactive  duty 
pay,  the  only  pay  not  subject  to  FICA  payments.  While  no 
other  reference  had  been  given  in  the  other  House  and  Senate 
Reports,  this  issue  was  accidently  raised  during  the  hearings 
on  the  1956  legislation.  The  administrative  burden  of 
collecting  a very  small  amount  of  money  that  may  have  to  be 
returned  to  the  serviceman  as  excess  FICA  contributions,  was 
the  explanation  given  for  not  requiring  FICA  deductions  from 
drill  pay.  The  excerpt  from  this  hearing  follows: 

MR.  HARDY  (Chairman  of  House  Select 
Committee  on  Survivor  Benefits): 

Whatever  it  is,  they  are  covered  under 
plan  A,  and  the  question  that  was 
bothering  me  was  this:  If  you  had  a 


contributory  system,  is  that  contri- 
bution going  to  be  based  only  on  the 
period  of  their  actual  training,  based 
on  the  pay  that  they  recieve  for  this 
1 night  a week,  or  whatever  it  is,  f*>r 
7 years  - 7%  years? 

How  are  you  going  to  separate  that  from 
social  security  in  private  employment? 


CAPTAIN  HOYT  (Defense  Study  Group): 

Mr.  Hardy,  if  I may  answer  that  question 


The  bill  does  not  contemplate  any  social 
security  deductions  for  these  nightly 
drills  at  the  armory,  for  instance. 


MR.  HARDY:  Well,  who  is  going  to 
pay  that? 


CAPTAIN  HOYT:  Well,  the  reason  for 
that  is  - 


MR.  HARDY : I think  it  would  be  silly 
if  it  did,  but  I want  to  know  who  is 
going  to  pay  it? 


CAPTAIN  HOYT:  Let  me  say  this:  The 
average  one  of  the  boys  who  is  not 
in  active  service  but  is  performing 
training  at  the  armory  is  working 
in  covered  employment. 


Now  if  he  is  working  in  cover-d  employ- 
ment, he  is  earning  his  social  security 
there,  and  if  his  contributions  from 
the  military  was  in  excess  of  the  maxi- 
mum he  would  get  a refund  on  them,  from 
the  social  security. 

That  is  only  refund  you  get  from  the 
Social  Security  System,  is  if  your 
total  contributions  from  multiple 
employers  is  greater  them  the  maxi- 
mum amount  that  you  get. 


So  in  general,  because  of  the  book- 
keeping and  because  many  of  the 
people  that  are  drilling  at  the 
armories  do  not  draw  any  pay  of  any 
sort  in  this  country,  we  just  had 
the  consultation  with  the  OASI 
people  in  Baltimore  and  decided  for 
the  people  who  were  in  training  at 
armories  it  was  not  worthwhile  collec- 
ting or  going  through  the  bookkeeping 
to  collect  one-thirtieth  of  a month's 
pay  and  2 percent  of  that,  which  would 
all  be  pennies, 

q 

It  would  cost  more  to  check. 


A reservist,  at  this  time,  is  not  credited  for  Social  Security 
retirement  for  his  drill  pay.  His  active  duty  time,  two  weeks  per  year 
per  year,  is  insufficient  for  most  enlisted  personnel  to  achieve 
the  minimum  $250  per  year  to  attain  a qualifying  quarter  under 
the  December  1977  amendments. ^ 


The  combination  of  computerized  data  processing,  a higher 
percentage  FICA  payment,  and  a much  higher  level  of  wages 
subject  to  FICA  payments  perhaps  implies  that  this  rationale 
for  not  having  drill  pay  subject  to  FICA  contributions  is 
no  longer  valid. 
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